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Study Report on 
English Insurance 
Manpower Question 


Kennet Committee 
Recommendations Arouse 
Much Interest in U. S. 


Copies of the report of the Kennet 
committee in England on manpower in 
banking and allied businesses, in ordi- 
nary insurance and in industrial insur- 
ance, have now reached this country 
and are being studied with particular 
interest because in so many courses 
related to the war effort we have been 
following the British lead. The Kennet 
committee was appointed to ascertain 
what practical measures can still be 


taken to secure the greatest possible 
release of manpower in the sphere of 
banking, including investment trusts, 
finance and discount houses, stock ex- 
change businesses, in ordinary insurance, 
by which is meant all forms of insur- 
ance except industrial life insurance, 
and in industrial insurance. 

The most radical conclusion of the 
committee and the one that has, to judge 
from the comments of the British 
insurance periodicals, created consterna- 
tion is that there should be eliminated 
manpower that is employed in stimu- 
lating the growth of wholly new insur- 
ance business other than industrial or 
weekly premium business. Some, though 
perhaps not a great deal of manpower, 
according to the committee, is so 
engaged ‘and this is probably confined in 
the main to life business. The commit- 
tee states that although it is desirable 
that the facility for effecting life insur- 
ance should be available to the public 
there does not appear to be any need 
for the creation and maintenance by 
advertisement or salesmanship of a 
public appetite for insurance of this 
class. The committee expresses the 
opinion that the offices doing this class 
of business should take steps which will 
result in the elimination from _ their 
personnel of those who are engaged 
wholly or for a substantial part of their 
time in the quest for new business. “If 
this is done,” the committee states, “we 
think this aspect of the problem will 
have been suitably solved. If not, it 
may be necessary to introduce some 
measure of compulsion in order to secure 
this result.” 


Transfer of Insurance 


Then the committee goes on to say 
that there is personnel engaged in work 
involved by transfer of existing insur- 
ance from one insurer to another “in 
circumstances where the change does 
not result in any material improvement 
of the position of the assured.” Many 
of the insurers, the committee states, 
have recognized this by the adoption of 
a self-denying ordinance whereby they 
declare an intention not to encourage 

(CONTINUED ON LAST PAGE) 


E. R. Smith to Hail 
Post in Chicago 


Home Rearranges 
Texas Field with 
Transfer of Manager 


E. R. Smith, who has been Texas 
field manager for Home, is being trans- 
ferred to Chicago as assistant manager 
of the central hail department under 
F. H. Cornell, secretary and manager of 
the central hail and farm department. 
He takes the place of D. R. Redelfs, 
who had been in the Chicago position 
since last March but expressed a prefer- 
ence to return to the field and is going 
back to Nebraska as special agent for 
the hail department with headquarters 
in Lincoln. 

Mr. Smith got his first experience as 
a local agent connected with a bank in 
Oklahoma. Then he went with Home 
as Oklahoma state agent and four years 
ago was sent to Texas when Denny 
McLarry retired. He at first served as 
state agent in Texas with M. L. Can- 
field and about two years ago was made 
field manager. 

Mr. Canfield now becomes manager 
of the service department for Texas with 
headquarters at Dallas. The state is 
being divided into four sections with 
a state agent in charge of each. Earl 
M. Holt is made state agent with head- 
quarters at Dallas in the Great National 
Life building; W. P. Nabors, state agent 
with headquarters in the Cotton Ex- 
change building, Houston; Warren L. 
Gravely, state agent with headquarters 
in the Gibbs building, San Antonio, and 
G. R. LaMaster, state agent with head- 
quarters in the Myrick building, Lub- 
bock. 

Clyde Stewart continues as supervisor 
of the Dallas office with general office 
supervision over premium finance notes, 
sub-agency business, service department, 
hail and farm department and coordi- 
nation of the various divisions. Henry 
V. Christiani, manager of the loss de- 
partment at Dallas, will be in direct 
supervision of losses. 

There will be no changes in field 
supervision in the marine, farm and hail 
departments. The marine department is 
located in Houston and the farm and 
hail departments in Dallas. 





Cullimore New 
Idaho Director 


Governor-elect Bottolfsen of Idaho 
has announced the appointment of How- 
ard M. Cullimore of Rexburg as insur- 
ance commissioner, succeeding Joel 
Jenifer. Mr. Cullimore is a local agent, 
being licensed for General of Seattle, 
General Casualty of Seattle, Oregon 
Mutual Fire, Dubuque F. & M., Mer- 
chants Fire of Denver and Beneficial 
Life. 


FRAIZER RENAMED IN NEB. 


LINCOLN—Cecil C. Fraizer has 
been reappointed insurance director of 
Nebraska by Governor Griswold. He 
had the strong support of the insurance 
interests of the state. 


Report N. Y., Pa. 
Choices Made 


Russell Wright Rumored 
Pink’s Successor, Gregg 
Neel to Harrisburg 


NEW YORK—Current reports ema- 
nating from usually reliable sources, 
point to Russell Wright, assemblyman 
from Jefferson county, as successor to 
Louis H. Pink as state superintendent 
of insurance when the latter retires to 
assume the presidency of Associated 
Hospital Service of New York at this 
year end. 

The term of office of the superinten- 
dent is four years, and the annual salary 
$12,000. The superintendent has the 
naming of the five deputy superinten- 
dents, all other employes of the office 
being under civil service regulations. 

Mr. Wright, a resident of Watertown 
and a member of the law firm of Gos- 
grove, Harter, Scanlon & Wright there, 
is 45. He was born at Three Mile Bay 
in 1897. He has been a member of the 
lower house since 1934, and for the past 
two years served as ‘chairman of the 
joint insurance committee, succeeding 
Senator R. Foster Piper, now a supreme 
court judge. Assemblyman Wright was 
a member of the legislative committee 
that considered the since adopted revised 
standard fire policy, and also the legis- 
lation that resulted in the enactment of 
the automobile financial responsibility 
law, presiding at public hearings upon 
both questions at various’ centers 
throughout the state. He is reputed to 
have a sound understanding of basic in- 
surance principles and practices, and 
possessed of a fine judicial mind, quali- 
ties that should aid greatly in admini- 
stering the affairs of the insurance de- 
partment. 





NEEL SLATED IN PA. 


Gregg L. Neel, real estate man and 
local insurance agent of Pittsburgh, will 
be appointed insurance commissioner of 
Pennsylvania by Governor-elect Martin, 
the Pittsburgh “Post-Gazette” asserts. 
Mr. Neel was formerly secretary of the 
Republican county committee and man- 





.aged the Martin primary campaign in 


Allegheny county. In that territory 
Martin had a lead of 51 votes over 
James J. Davis which was regarded as 
a great triumph. The governor-elect 
and Mr. Neel both attended Waynes- 
burg College and have been close 
friends since that time. 

In the insurance field Mr. Neel is 
listed as representing Girard Fire & Ma- 
rine, Springfield Fire & Marine and 
Standard Accident. 

Ralph H. Alexander is now the Penn- 
sylvania commissioner. 


44 Legislatures Meet in 1943 


All but four states, Kentucky, Mis- 
sissippi, Louisiana and Virginia, will 
hold legislative sessions in 1943, the ma- 
jority of them beginning in January. Be- 
cause of the war the sessions are not 
pom“ to last as heen. as usual. 


Shocial Datenvdane Sew: 
tion starts on Page 11. 





Fire Reinsurers 
Enjoy Capacity 
Business Today 


Companies Take Advan- 
tage of Opportunity to Get 
in Better Trim 


The professional reinsurance compa- 
nies—fire and casualty—are closing 
what may very well turn out to be their 
most successful year, on the whole. 

Premium volume of several of the 
large, representative fire reinsurance 
companies is close to 20 percent ahead 
of the 1941 record and the loss ratio on 
their regular business is excellent. The 
year got off to a poor start with heavy 
losses during the first quarter of the 
year but the second quarter turned out 
to be most satisfactory and the third 
quarter gave an exceptionally good ex- 
perience and the final period promises 
well. Two or three of the reinsurance 
companies took a participation in the 
marine war risk syndicates and they 
suffered the same punishment propor- 
tionately as did the direct writing com- 
panies that had a share. This will make 
the overall results of the fire reinsurance 
companies somewhat uneven for 1942. 


Casualty Reinsurers Prosper 


The casualty reinsurance offices also 
have nothing to complain about in re- 
spect of premium volume and loss ratios. 
In the aggregate the 1942 premiums will 
probably come close to being 15 percent 
better than the 1941 volume and there is 
no department of the business that is 
causing concern insofar as losses are 
concerned. 

There were no spectacular fires during 
the year that hit the fire reinsurance 
market amidships. 

To the contrary the reinsurers in De- 
cember along with the direct writing 
companies received salvage of better than 
30 percent from the rubber loss in the 
Firestone fire at Fall River, Mass., in 
1941. The loss on rubber was about 
$8,000,000 and the salvage was about 
$3,000,000. London Lloyds and the Ex- 
cess Reinsurance Association benefited 
particularly, because under their excess 
contracts they have first call on salvage 
until their loss is extinguished. How- 
ever the surplus line reinsurers also got 
a very satisfactory dividend. 


Capacity Business 


The fire 
about what they 


reinsurers are doing just 
regard as a capacity 
business and the executives are doing 
very little traveling in the interest of 
acquiring new accounts. As a matter of 
fact, business is being offered at the 
front door of the reinsurance companies 
themselves and the executives are being 
kept busy appraising such offerings and 
improving their existing business. 

The upsurge in business is principally 
gratifying to several of the companies 
because it does give them an opportunity 
to be choosy and to get their business 
revised on a satisfactory basis. During 
the lean years when the direct writing 
companies were utilizing every device 

(CONTINUED ON PAGE 24) 
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SCA- HOLC Deal Is, 
Pink Says, O. K. But- 


N. Y. Superintendent 
Asserts Arrangement Is 
Not Free from Criticism 


Although holding that the insurance 
contract between the Stock Company 
Association and Home Owners Loan 
Corporation should not be disturbed, 
Superintendent Pink, in a long awaited 
report on the subject, states that the 
contract is not free from criticism and 
it should not be considered as a prece- 
dent. 

The contract of Feb. 1, 1940, accord- 
ing to Mr. Pink, was vulnerable in many 
respects and created a precedent which 
might be embarrassing to the insurers in 
the future. However, the revised con- 
tract was submitted to the New York 
attorney general who gave the opinion 
that it was not illegal on its face and 
that whether it is or is not illegal de- 
pends upon the method of execution and 
whether the amount of payment by the 
SCA to the HOLC is proper. 

After receiving that opinion Mr. Pink 
decided he would then review the opera- 
tion of the contract after a six months 
period had elapsed. However, the 
HOLC refused to permit the depart- 
ment to make an actual examination 
of its insurance records. At Mr. Pink’s 
suggestion the HOLC did give the de- 
partment certain information, such as 
the cost of services rendered by the 
HOLC to the SCA. Also the depart- 
ment was apprised by the SCA of 
certain amendments to the agree- 
ment that were made effective June 1, 
1942. These provided that the SCA shall 
pay to the HOLC monthly for services 
a sum equivalent to 18 percent of the 
net premiums written, and the SCA 
agrees to pay a commission of not to 
exceed 15 percent to agents. Under the 
Feb. 1, 1941, contract the SCA paid 25 
percent to the HOLC and 20 percent to 
agents. 

Mr. Pink said that his main objection 
is that the savings resulting from the 
large scale production and management 
should be given to policyholders rather 
than to a government agency. However. 
the combined payment to the HOLC 
and the producers is not very much 
more than commissions and field super- 
vision expenses on this class of busine ss. 
Undoubtedly some real service was 
given by the HOLC and the expense 
of collection is certainly saved. 

Mr. Pink said that he desired to reach 
a conclusion on the problem so that the 
matter would not be an annoyance to 
his successor as insurance superinten- 
dent. 


Jenner Nominated to Head 
King County, Wash., Group 
SEATTLE—A slate of new officers 


was reported by the nominating commit- 
tee of the King County Insurance Asso- 
ciation, for election at the annual meet- 
ing and banquet Jan. 12. R. C. Jenner, 
vice-president in 1942, is named for 
president to succeed W. H. Harmer. Mr. 
Jenner is with LaBow, Haynes Co., and 
is a past president of the Insurance So- 
ciety of Washington. 

O. L. Madison, Continental, Inc., has 
been nominated for vice-president, and 
James Wood Frazier for secretary-treas- 
urer. Nominated for trustees are Wil- 
liam Gasser, H. E. Briggs and E. R. 
Bowden. Holdover members _ include 
Morton Pinch, J. R. Storm and W. H 
Scott. 

The annual executive session for mem- 
bers only will be held prior to the ban- 
quet, which will be open to all insurance 
men. O. D. Starr is chairman of the 
nominating committee. 





George A. Blount, manager of the 
automobile department of Leon Irwin 
& Co., New Orleans, has joined the 
navy. 


Audther Blast 
Leveled at 
Wis. Agents Group 


Following upon the withdrawal of the 
Rock County Insurance Underwriters 
Association of Janesville from the Wis- 
consin Association of Insurance Agents 
and the issuance by that organization of 
a booklet setting forth its position, the 
Fagan - Newell - McQueen Company 
agency of Racine has gotten out in 
printed form a torrid blast against the 
state organization. 

The statement issued by the Rock 
County group included excerpts from an 
address of D. R. Van Wart of Beloit, 
who stated at one point that the leading 
agency in the southeastern part of Wis- 
consin has been kept out of the local 
board on a technicality. The Fagan- 
Newell-McQueen pamphlet states that it 
is the agency to which Mr. Van Wart 
alluded. 

The Fagan - Newell- McQueen Com- 
pany, according to its pamphlet, held 
membership in the Wisconsin associa- 
tion long before any local, county or 
city board was formed. “No charges 
have been or can be made against us. 

“When invited to join and_ then 
denied membership in the local board, 
we petitioned the state association. That 
body requested that we file our com- 
plaint. We did, were finally ignored and 
told that unless we belonged to the local 
board, we could not retain our member- 
ship.” 


Again Sought Membership 


The statement goes on to say that the 
Fagan - Newell - McQueen agency met 
with the executive committee of the state 
association in the added presence of two 
representatives of the Milwaukee Board 
and the agency was again told to reapply 
for membership in the local organiza- 
tion. The agency did so and was again 
denied membership, according to the 
statement. 

“When our matter was up,” the state- 
ment declares, “the president of the 
state association could hardly be consid- 
ered an insurance man, as he was in the 
building and loan business . .. his suc- 
cessor was our local competitor. ... . = 

According to Fagan-Newell-McQueen, 
“when the Milwaukee Board are getting 
certain favors such as excess commis- 
sions, limitation of agents in the entire 
county of Milwaukee, the writing of 
business owned within the state by 
forming dummy corporations, etc., it 
does not pay to champion the cause of 
an individual agent.” 

According to Fagan-Newell- McQueen, 
an officer of the state association had a 
hand “in sending a communication to 
our city council to the effect that we 
overcharged the city on an automobile 
fleet coverage. 

“Imagine that individual’s chagrin 
when the insurance commissioner denied 
the allegations, which meant that the 
insidious attempt was malicious or he 
was lacking in insurance knowledge.” 
Fagan-Newell- McQueen stated that it 
furnished the executive committee of the 
state association with a 48-page brief 


New Jersey Rules 
and Forms Revised 


Many Forms Brought in 
Line with Other States, 
New Mortgage Clause 


NEWARK—The Schedule Rating Of- 
fice of New Jersey has made a number 
of changes in fire insurance rules and 
forms for this state, including a revision 
of the supplemental contract to bring it 
in line with the extended coverage en- 
dorsement used in most states, a new 
rent form and a new mortgage clause. 
The changes are effective Jan. 1 

The new supplemental contract in- 
cludes the new war exclusion clause and 
the old limited vandalism endorsement 
has been dropped, only the broad form 
now being permitted. The limited form 
excluded malicious damage by the agent 
of any government, party or faction en- 
gaged in war or hostilities. 

New Mortgage Clause 

The new mortgage clause may be used 
where the interest of the mortgagee may 
increase or decrease during the term of 
the policy. It covers present or future 
mortgages in which the named mort- 
gage is interested, in the order of pre- 
cedence of the mortgages. This clause 
arose out of the recent decision in New 
York involving Home of New York and 
is similar to the clause adopted in that 
state. 

The new rent contract, form G, is in- 
tended for leases basing the rent on a 
percentage of the lessee’s income and 
provides for premium adjustment. 


Reporting Forms Revised 


Following the lead of a number of 
other eastern and middle western states 
and also of the Interstate Underwriters 
Board, single state forms 2 and B are 
abolished. Seasonal risks, formerly writ- 
ten under these forms, may now be writ- 
ten under forms 1 and A. Form A may 
be written on single location risks. 

A new rule on endorsements states 
that no additional premium shall be 
charged or return premium allowed if it 
is less than $1. 

A broad work and material clause has 
been published, eliminating the necessity 
for specific permits for acetylene gas, au- 
tomobiles, fuel oil, gasoline and the like. 
Under the new dwelling rules, additional 
charges for three and four apartments 
have been eliminated, these risks taking 
the same rates as one and two apartment 
risks. Likewise, the requirement of the 
pro rata distribution clause on double 
dwelling risks when insured under one 
item has been eliminated. 





including photostatic evidence of a num- 
ber of allegations but nothing came of 
it. “Why shouldn’t the state association 
be interested in ethics?” the pamphlet 
asked. “We were the ones who fur- 
nished the evidence and took any 
chance of libel. We could stand it; we 
were clean. 

“We were ignored because the Mil- 
waukee Board had always had trouble 
in getting stooges to run their state asso- 
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Fire reinsurance companies ontey ca- 
pacity business in 194 Pagel 
Interest is taken in “report of cdaes 
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insurance field in England. Pagel 
E. R. Smith is made assistant man- 
ager of the hail department of Home in 
Chicago and Texas field, of which he 
was manager, is reorganized. Pagel 
Russell Wright is suggested as succes- 
sor to Superintendent Pink in New York. 
Gregg L. Neel, Pittsburgh, will be new 
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E. L. Norris of Beckley, W. Va., has 
been elected executive secretary of the 
West Virginia Association of Insurance 
Agents. Page 3 

Important changes made in New Jersey 
fire insurance rules and forms and in 
supplemental contract. Page 2 

Due to evaporation of auto finance 
business some companies will be hit hard 
by excess profits taxes. Page 3 

W. Stanley Kite is elected president of 
Manufacturers Casualty and Manufac- 


turers Fire. Page 28 
Casualty reinsurers close excellent 

year. Automobile line is big problem. 
Page 27 


Insurers of commercial car risks these 
days are required to keep up with 
changes almost from day to day.Page 27 


Prevention Week 
Judges Report 


Jersey City in First Place; 
Cincinnati, Memphis 
Tied for Second 


The international committee of judges 
appointed to review the reports sub- 
mitted by towns and cities in the United 
States and Canada outlining their activi- 
ties during 1942 fire prevention week, 
has issued its report. The committe was 
composed of Cecil F. Shallcross, U. S. 
manager North British & Mercantile: 
Albert T. Bell, chairman of the executive 
committee National Fire Protection As- 
sociation; John J. McCarthy, assistant 
chief of the New York fire department; 
A. Leslie Ham, manager Canadian Un- 
derwriters Association, Montreal. 

A total of 1,172 reports were received 
from towns and cities in the United 
States, Canada and Alaska. Honors for 
largest number of reports filed: Province 
of Quebec, 270; Indiana, 207; Ontario, 
144; Iowa, 117; Kansas, 43. 

The Indiana Fire Chiefs Association 
presented engraved cups to the winners. 

The Dominion Fire Prevention Asso- 
ciation awarded a Dominion Fire Pre- 
vention Association Trophy for the lead- 
ing city in Canada. 

The merit awards given by the judges 
follow: 

First place, Jersey City; second, Cin- 
cinnati and Memphis, tied; third, At- 
lanta, Boston, Fort Collins, Colo., tied. 

Fourth, Louisville, Milwaukee, Topeka, 
Wichita, tied; fifth, Camden, Cleveland, 
Concord, N. H., Lakewood, O., Los 
Angeles, Spokane, tied; sixth, Anderson, 
Ind., Hartford, New Haven, Philadel- 
phia, Prescott, Ariz., Providence, tied; 
seventh, Chicago, Gary, Ind., Newton, 
Kan., Pittsfield, Mass., Ridgewood, N. 
J., Staten Island, N. Y., Tuscaloosa. 








ciation and thereby onmentions their 
true purport to what they considered the 
‘rubes out in the sticks.’ They couldn't 
let their stooges down, that would 
hardly be the way to retain control of 
the association.” 

The Fagan-Newell-McQueen agency 
and the Wisconsin association have 
been at loggerheads for a number of 
years. 





New England Leader 








HAROLD F. SHEA 


Harold F. Shea, of Montpelier, Vt., is 
a member of the national board of 
state directors of the National Associa- 
tion of Insurance Agents, and is chair- 
man of the advisory committee of the 
New England Associations of Insurance 
Agents. 
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Excess Profits 
Tax Will Hit 
Some Insurers 


Evaporation of Auto 
Finance Business Is 
Responsible 


NEW YORK.—Fire companies that 
are winding up the year with sharp 
decreases in new business mostly due 


to the drying up of automobile finance 
face heavy excess profits taxes. This is 
due to the fact that the run-off of 
existing business which is not offset by 
corresponding amounts of new pre- 
miums releases money from the un- 
earned premium reserve which goes to 
swell surplus. 

To a large extent these released funds 
are not profits at all, but merely off- 
sets to losses from surplus which were 
chalked up when the business was put 
on the books. Where such losses were 
sustained in 1940 or 1941 they can be 
used as offsets in computing excess 
profits, as the law permits losses to be 
carried forward two years. However, 
where the unearned premium reserve 
has been running fairly level for several 
years there is no relief. 


Ultra-Conservative Practice 


The situation arises out of the ultra- 
conservative accounting practices re- 
quired in this country. For example, a 
company putting a $100 premium on its 
books must put up the entire $100 as 
unearned premium reserve and then 
take credit each month for the prorata 
amount that is earned. Besides that 
there is an expense running 40 to 50 per- 
cent of the premium. Where new and 
renewal premiums balance expiring pre- 
miums there is no change in the un- 
earned premium reserve, the technical 
profit on expiring risks being offset by 
the loss on new premiums. 

In Canada the unearned premium re- 
serve requirement is less _ stringent. 
Companies are required to set up only 
80 percent of the premium in the un- 
earned premium reserve and are thereby 
given credit for approximately half of 
their expenses. 


Treated as Borrowed Capital 


A fortunate feature of the American 
excess profits law is that it classes the 
unearned premium reserve as borrowed 
capital which the law permits to be re- 
garded as 50 percent invested capital. 
This means a_ substantially larger 
credit toward the excess profits net in- 
come. For example a company having 
an unearned premium reserve of $2,500,- 
000 at the beginning of 1942 and $1,500,- 
000 at the close of the year would be 
considered as having $1,000,000 in in- 
vested capital, that is 50 percent of the 
mean of the reserve at the beginning 
and ending of the year. The law al- 
lows an 8 percent credit on the first 
$5,000,000 of invested capital so that a 
company having a net mean unearned 
premium reserve of $2,000,000 would be 
given a credit of $80,000 against profits. 

On the second $5,000,000 of invested 
capital the credit is 7 percent and on 
the next $190,000,000 it is 6 percent. On 
anything over $200,000,000 the rate 
would be 5 percent but no insurance 
company has an unearned premium re- 
serve which would be in this bracket. 

In contrast to the companies whose 
surpluses have been boosted by re- 
leased unearned premium reserves, there 
are certain carriers which have lost 
money on ocean marine war risk busi- 
ness, particularly during the early 
months of 1942, and have resorted to 
various expedients to keep their sur- 


Norris Secretary 
of West Va. Agents 
Association 


E. L. Norris of Beckley, W. Va., sec- 
retary of the Beckley Insurance Agency 
there, has been chosen secretary by the 
West Virginia Association of Insurance 
Agents starting the first of the year. 
A committee of three was appointed, 
consisting of Ray Evans of Bluefield, 
president of the West Virginia associa- 
tion; W. G. Caperton, Jr., of Charleston 
and C. W. Thornburg of Huntington to 
select a secretary. 

Mr. Norris succeeds Hubert F. Ellis 
of Huntington who has been elected to 
Congress and will take his seat at the 
beginning of the session shortly after 
the first of the year. 

H. U. Sloan is president and treasurer 
of the Beckley Insurance Agency. Mr. 
Norris will carry on the work of his of- 
fice as usual and the secretary’s office 
will be in connection with the Beckley 
agency in the Bank of Raleigh building. 

Mr. Norris was highly recommended 
for the post by R. D. Watts of Beckley, 
who is a former president of the West 
Virginia Association of Insurance 
Agents. 


Collections No 
Problem This Time 


The year-end collection problem in 
1942 was very little of a problem for 
the companies as a whole. Several com- 
panies state that their accounts at the 
end of the year more than 90 days due 
totaled this year about the same amount 
as last year but the volume of business 
is greater so that percentage-wise there 
was a distinct improvement. Some 
company executives stated that the sit- 
uation was better than it ever had been 
in their memories. The agents appar- 
ently have had very little difficulty in 
collecting from assured. 

Most companies intend to watch col- 
lections during 1943 very closely. They 
fear that many agents although realiz- 
ing that income taxes will be sharply 
higher have not made proper plans to 
meet the increased payments and they 
may find themselves embarrassed. More- 
over there is the possibility that as- 
sured may become slow in paying pre- 
miums also due to income tax troubles. 


Plan Massachusetts Course 


Plans have been completed for a five 
weeks discussion course on “Allied Fire 
Lines” in 25 Massachusetts cities and 
towns by the Massachusetts Associa- 
tion of Insurance Agents to be con- 
ducted early in 1943 for local agents 
and employes. Local boards and the 
Massachusetts Association of Insurance 
Women will cooperate. Discussion lead- 
ers will be selected from among mem- 
bers of the Bay State Club field men’s 
organization which has just completed 
a course of lectures under Robert M. 
Morrison, insurance counsel. 


fies in the substantial condition that 
they like to have them. 

One method has been to modify the 
trading of reinsurance with other com- 
panies so as to continue to cede reinsur- 
ance but not to accept the reciprocal 
cessions. This results in tying up less 
money in the unearned premium reserve. 
Another method of shifting money from 
unearned premium reserve into surplus 
is to pull out of agencies that have 
proved unprofitable and having the ex- 
isting business reinsured by the carrier 
which the agent takes on to replace the 
withdrawing company. If an agent 
should object to having the business 
taken over by another insurer the com- 
pany can call attention to its right to 
cancel the business by sending notice 
to the assured, a procedure which an 
agent would like even less. 


. 
Ww 


Unheard of Limits of 
Value Being Absorbed 


By R. H. ERICKSON 
Reinsurance General Agent, Chicago 


The insurance business’s first full year 
of World War II is now history. The 
fraternity of insurance has conducted it- 
self in a manner commendable to coun- 
try and profession and can be justly 
proud of its accomplishments. 

This has been done by hard work on 
the part of every one associated with 
insurance, from broker to company ex- 
ecutive. The mutual trust and coopera- 
tion, which is after all our greatest stock 
in trade, may remain a mystery to those 
not actually connected with our profes- 
sion but it permeates in an active under- 
tone at all times. 


Upsurge in U. & O. Line 


Many problems loomed large a year 
ago, but continued whittlings have cut 
them to size. Values have reached un- 
heard of limits. Use and occupancy in- 
surance, which under normal conditions 
barely equalled property damage lines, 
now averages two to three times the 
property damage line, and in some cases 
runs as high as 10 times the property 
damage line. 

The shortages in agency personnel 
have obliged the agents to request their 
companies to use their maximum capac- 
ity. The majority of use and occupancy 
business continues to be underwritten 
on a 100 percent loss basis, and this con- 
stitutes an additional exhaustion of line 
capacity. The somewhat limited capac- 
ity of mutual companies has resulted in 
some lines reverting to stock companies, 
and owing to the limited information on 
such risks, the placing of them both as 
reinsurance and direct, has resulted in a 
scramble for cover and companies have 
thus been forced to extend themselves to 
the utmost to provide the necessary 
cover for this additional liability. A 
good share of this liability has been 
passed on to the reinsurer and has 
placed a heavy load on the excess car- 
rier. But in one manner or another, the 
lines are gradually absorbed. 

Many of the agencies have been suc- 
cessful in selling contingent use and 
occupancy which is now becoming quite 
popular. Contingent use and occupancy 
has proved to be extremely profitable 
business to the companies. While little 


of it has been written heretofore, it re- 
mains as an added inducement in making 
the general public use and occupancy 
conscious. The average increase in all 
use and occupancy premiums to the 
companies must be very nearly 40 per- 
cent. 

Insurable values are probably at their 
peak at the present time. Our govern- 
ment at the moment is renegotiating all 
war contracts and unquestionably this 
will result in the cancellation of some 
contracts, probably small additions to 
others, but values averaging lower. 

If this were an unnatural boom, more 
fires might have resulted, due to poor 
housekeeping, than have occurred. Due 
credit must be given the FBI and other 
government inspection services, in addi- 
tion to the insurance association inspec- 
tion and engineering services for this 
record. 

Premiums for the year with the ex- 
ception of motor vehicle have shown a 
decided increase. Riot and civil commo- 
tion premiums, including vandalism and 


malicious mischief, have undoubtedly 
added many dollars to the total. Losses 
with the exception of ocean marine 


losses have remained normal thus far, 
and this includes use and occupancy 
losses which many viewed with alarm. 


Honor Shallcross for 
Work in Black Tom Case 


NEW YORK—In recognition of the 
service rendered by Cecil F. Shallcross, 
United States manager of North British, 
as chairman of the committee prosecut- 
ing claims against the German govern- 
ment for losses paid as a result of the 
Black Tom explosion in 1916, the 79 
companies interested in the litigation 
presented him an antique silver tray. 
The presentation was made jointly by 
H. V. Smith, president of Home, and E. 
C. Niver, executive vice-president New 
York Board. After briefly reviewing the 
history of the famous case and the abil- 
ity with whic h it was handled by Mr. 
Shallcross and those associated with 
him, Mr. Smith said the occasion was 
unique in insurance annals, in that it was 
the first time representatives of 79 in- 
surance companies had been in complete 
accord on any subject, even the weather 





Agency Association Founder Dead 





KANSAS CITY—John A. Bryant of 
this city, who died during the week, 
was an old time local agent and one of 
the founders of the National Associa- 
tion of Insurance Agents. He formed 
one of the group of 20 agents that met 
in the old Great Northern Hotel in Chi- 
cago in September, 1896, that being the 
inception of the present national body. 
Mr. Bryant had been failing in mind and 
body for some time. He attended the 
40th reunion of the National association 
at the annual meeting in Pittsburgh in 
1936. He was then highly honored and 
was given a place of prominence at the 
speakers’ table at the get together dinner 
and was introduced. When the National 
association met in Kansas City in 1941, 
he was unable to attend owing to his 
condition. 

In his halcyon days he was a partner 
in the agency of Hunter, Ridge & 
Bryant. They represented the Citizens 
of St. Louis, Queen, Prussian National, 
Glens Falls, Hanover Fire, Niagara Fire, 
Phoenix of England and Providence 
Washington. 

For some time Mr. Bryant and George 
D. Markham of St. Louis, who was one 
of the early presidents of the National 
association, serving two years, were the 
sole agency survivors. The death of 
Mr. Bryant now leaves Mr. Markham 
as the sole survivor. 








JOHN A. BRYANT 


Editor C. M. Cartwright of THe 
NATIONAL UNDERWRITER, who reported 
the organization meeting as insurance 


editor of the Chicago “Inter-Ocean,” is 
still active in business. 
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NEWS OF FIELD MEN 





Brown with Hurt 


& Quin in S. C. 


ATLANTA—The Hurt & Quin gen- 
eral agency has appointed Henry A. 
Brown as special agent in South Caro- 
lina with headquarters in Columbia. 








HENRY A. BROWN 


Mr. Brown, who succeeds T. A. Martin, 
has been manager of the South Caro- 
lina Association of Insurance Agents for 
the past four years and is widely known. 
He will take up his new duties Feb. 1. 
The office will be continued at 49 Ar- 
cade building, Columbia. 





Busy Three Days in Peoria 
For Illinois Field Men 


The Illinois field men are to have a 
very active few days in Peoria the week 
of Jan. 18. Quite a number will arrive 
there Monday evening, Jan. 18. A block 
of 30 seats on the Rock Island “Rocket” 
leaving Chicago at about 5 p. m. has 
been reserved for those desiring to go 
at that time. 

On Tuesday morning will be held the 
semi-annual meeting of the Illinois Fire 
Underwriters Association and it is ex- 
pected at that time that an important 
war time inspection project may be an- 
nounced for the organization. There 
may be a meeting Tuesday afternoon of 
the Illinois State Fire Prevention Asso- 
ciation to outline plans for the inspec- 
tion of Peoria on Wednesday and 
Thursday. 

Tuesday evening will be held the din- 
ner honoring Miss E. E. Edwards, who 
is retiring as secretary after many years 
of service. C. M. Cartwright of THe 
NATIONAL UNDERWRITER will perform as 
toastmaster. On Wednesday evening 
there is to be a dinner meeting of the 
Illinois Blue Goose. 

Ruth Liljegren has been designated as 
secretary of the Illinois Fire Underwri- 
ters Association to take the place of 
Miss Edwards, who is retiring. Miss 
Liljegren has been in the office assisting 
Miss Edwards for several months and 
is familiar with the work. 

H. K. (“Smoky”) Rogers of the 
Western Actuarial Bureau will give an 
address at the luncheon meeting Wed- 
nesday in the Pere Marquette Hotel in 
connection with the Peoria inspection. 
A feature of that gathering will be a 
five-minute talk on fire prevention by the 
high school student who is selected in a 
contest, 





Three Utah-Idaho Initiates 


SALT LAKE CITY—At the semi- 
annual dinner meeting of the Utah-Idaho 
Blue Goose, with more than 25 in attend- 
ance, three new members were initiated: 
Larsh Kellogg, American; J. M. McMul- 
len, General, and J. Bruce Simons, Fire 


Companies Adjustment Bureau, recently 
transferred from Missoula, Mont. The 
Christmas party was held at Fort Dou- 
glas the evening of Dec. 28, in charge of 
Hugh Miller. 


A Christmas message was 


ordered cabled to R. R. Moe, past most 
loyal gander, now in the Hawaiian 
Islands on business. 


McCatfrey to Denver for 
Home; Brother Succeeds Him 


KANSAS CITY—With transfer of 
State Agent C. B. McCaffrey of the 
Home group from the Missouri field to 
Denver as loss supervisor for the Rocky 
Mountain territory, his brother, Thomas 
B. McCaffrey, has been named to suc- 
ceed him, with headquarters at Kansas 
City. The latter previously was associ- 
ate state agent in Missouri, but now has 
the title of state agent. 








Sunflower New Year Stag 


The Sunflower Blue Goose puddle in 
Wichita held a New Year “stag” with 
George L. Hampton and Noble Birm- 
ingham, Phoenix of Hartford, in charge. 
The puddle completely outfitted a de- 
serving widow and her family of five 
small children with warm clothing. 
George Steeples, Home, and C. C. Crow, 
Underwriters Adjusting, were Santas to 
the family. 





Honor Lemen at Sioux Falls 


At the dinner-dance of the Blue Goose 
Luncheon Club of Sioux Falls, honoring 
D. P. Lemen, president of Queen City 
Fire, and Mrs. Lemen, Robert Hayward, 
deputy most loyal gander for Minnesota 
and the Dakotas, extended greetings 
from the grand nest and a telegram of 
felicitation was received from Thomas 
G. Linnell, Minneapolis, grand super- 
visor. E. W. Beardsley, manager of the 
Western Adjustment, presided. 


O. B. Chanfrau Makes Change 


O. B. Chanfrau has resigned as spe- 
cial agent of Gross R. Scruggs & Co. 
in south Louisiana and will become 
special agent for Parkerson & Barnes, 
with headquarters in New Orleans. He 
has traveled the Louisiana field for 
many years. 


Wilhoit, Canfield Alamo Guests 


John Wilhoit, supervisor for the hail 
department of Home for Oklahoma and 
Texas, with headquarters at Oklahoma 
City, who is serving with the third 
weather squadron at Duncan Field, 
San Antonio, and M. L. Canfield, state 
agent of Home, Dallas, were guests 
at the luncheon meeting of the Alamo 
Blue Goose in San Antonio. 





Apologies to E. H. Richard 


E. H. Richard, acting assistant mana- 
ger of the Oklahoma Inspection Bureau, 
was incorrectly included in the list of 
members of the Oklahoma Blue Goose 
now in the armed services, in an article 
in the Dec. 17 edition. Ture NATIONAL 
UNDERWRITER regrets having caused Mr. 
Richard embarrassment. 





No January Ohio Meeting 

The Ohio Fire Underwriters Asso- 
ciation will hold no meeting in January. 
The next meeting will be in Cleveland 
in February, when Cleveland members 
of the Blue Goose will put on a stag 


~NEW YORK 


ROYAL-LIVERPOOL UNVEILING 








Impressive ceremonies, attended by 
executives and selected staff members 
of the Royal-Liverpool groups, marked 
the unveiling of a military “honor roll” 
tablet in the lobby of the Royal build- 
ing in New York. Installed in a per- 
manent and floodlighted location in the 
foyer adjacent to the William street en- 
trance, the tablet displays the name of 
536 employes (including three WAACS 


and three WAVES) from all divisions 
of Royal-Liverpool countrywide now 
serving in the armed forces of the 
United States. 

The ceremonies opened with a bu- 
gler’s “call to arms,” followed by brief 
remarks by W. J. McGurk, chairman of 
the Royal-Liverpool Guards Service- 
men’s Committee, and by J. M. Rankin, 
chairman of the Casualty Companies’ 
Servicemen’s Committee. 

Officiating at the unveiling were: 
Harold Warner, United States manager 
of Royal-Liverpool; F. J. O’Neill, presi- 
dent of Eagle Indemnity and Royal In- 
demnity; Kenneth Spencer, president of 
Globe Indemnity, and Frank B. Zeller, 
marine manager, The tablet was dedi- 
cated by Rev. Frederic S. Fleming, 
D. D., rector of the Parish of Trinity 
Church, New York. The ceremonies 
concluded with the singing of Kipling’s 
“Recessional” and the national anthem 
by the Royal-Liverpool Glee Club. Be- 
cause the limited area available made 
it impossible for all members of the 
staff to participate, the management ar- 
ranged so that each man or woman on 
active service from a department would 
be represented by an employe from that 
department with whom he or she has 
been associated 

Reproduced in sterling oxidized sil- 
ver, on a dark mahogany mount, this 
honor roll was from the original design 
by Rene Chambellan, one of the best 
known American sculptors. At the top 
of the tablet, and above the words “Our 
Defenders of American Liberty,” are 
medallion portraits, from life poses, rep- 
resenting the four branches of military 
service. These, in turn, are surmounted 
by the American Eagle, an authentic 
copy of the United States Treasury 
symbol. 





SPRINKLER LOSSES HEAVY 


Subzero weather in New York about 
10 days ago caused sprinkler leakage 
losses estimated at about $200,000. One 
single loss was for $20,000. S. T. Stack, 
superintendent of the inspection depart- 
ment of the New York Fire Insurance 
Exchange, declared that more than 500 
locations were affected and that there 
had been no such experience as this since 
the winter of 1917-18. The exchange 
and its suburban division have by letter 
asked for the cooperation of all insured. 
The solution is to keep up enough steam 
in buildings over the week end to pre- 
vent freezing of sprinkler systems. A 
temperature of not less than 40 degrees 
should be maintained during the winter 
months. In the event of further damage 
assured are requested to cut off the af- 
fected portions of the system by capping 
or plugging. 





REPORT OF CENTRAL BUREAU 


The Central Bureau of New York re- 
ports that unpaid earned premiums of 
fire companies in July totaled $11,707, 
decrease $1,414 from July of 1941 and 
the casualty figure was $81,165, increase 
$26,895. 








Many Texas Christmas Losses 


DALLAS—tThe week before Christ- 
mas piled up an abnormally high fire 
loss in Texas with only about half of 
the loss covered by insurance. The main 
warehouse of W. G. Hanrahan, pipe line 


contractor in Dallas, burned with a 
$100,000 loss. The Paris Transfer & 
Storage Company at Paris was de- 


stroyed, with the adjoining Cotton Ex- 
change building damaged $100,000. The 
Cameron Company and Smith Lumber 
Company yards at Kilgore suffered a 
$100,000 loss and the Texan Theater at 
Kilgore was damaged $75,000. 


Company Employes Give Benefit 


Employes of National Union Fire, 
Pittsburgh, organized as a choral group, 
last week presented their initial pro- 
gram for the benefit of the U. S. O. 
and the Army & Navy Relief Fund, 
realizing a substantial sum. The group 
rendered several songs, including ap- 
propriate Christmas numbers and indi- 
vidual members did solos, dances, a 
quartet and instrumental numbers. 


COMPANIES 





White in Atlanta 
Post for 


National Union 


PITTSBURGH — Announcement is 
made of the appointment of J. Hunter 


White as resident secretary for the 
southeastern department of National 
Union Fire and Birmingham Fire of 


Pennsylvania with headquarters at At- 
lanta. George B. Leonard, former man- 
ager, is now in the armed forces, com- 
missioned as captain in the Army and 
stationed at Augusta. 

Mr. White has been assistant secretary 
at the head office in charge of the south- 
ern department. He traveled in Georgia 
and other southern states for many 
years. 

A portion of Mr. White’s duties at the 
home office are being assumed by As- 
sistant Secretary Kenneth F. May. 





Surplus of Unity Fire 
Will Exceed $800,000 


NEW YORK—Unity Fire, licensed 
last October, is expected to show a year- 
end surplus of more than $800,000 due to 
an additional $578,000 in cash and secur- 
ities having been paid in the surplus ac- 
count, according to J. A. Heinze, presi- 
dent. Capital is $250,000. 

Out of the cash received in its surplus 
account the company has_ purchased 
$150,000 of the new Victory fund bonds. 
Unity has begun writing business and 
will show a modest volume of premiums 
written for the current year. 


Reinsurance Corp. Dividend 


Reinsurance Corporation of New York 
paid a dividend of 17% cents per share. 
In declaring this dividend the directors 
continued the policy of keeping dividend 
payments within the corporation’s in- 
terest and dividend earnings. 





Paramount Fire stockholders will 
meet in New York City Jan. 14-15. More 
than 100 are expected to attend. 








The Watson Insurance Agency, San 
Antonio has been bought by the J. H. 
Lamm Company agency and will be 
merged with that agency. Miss Clara 
Rierell and Mrs. Frieda Rackley are in 
charge of the insurance agency of the 
Lamm Company. 


Plane Collides with 
Auto; Damage Covered 


An unusual accident occurred 
near Perry, Okla., last week when 
an airplane struck an automobile 
driven by Mrs. John A. Bailey, 
caved in the entire top of the car, 
smashed out the rear window, and 
then roared away. The plane 
was one of a flight of army train- 
ing planes. Mrs. Bailey was 
bumped on the head, but other- 
wise there was no injury to her 
or her two children. 

The car was taken to M. S. 
Runyan, Oklahoma City adjuster, 
who stated that assured is cov- 
ered either under comprehensive 
or the $50 deductible collision pol- 
icy, the question of which protec- 
tion applies having been left to 
the insurance company involved. 
So far as it is known this is the 
first time an accident of this sort 
has occurred. From the looks of 
the car, the plane apparently 
struck it with a wheel. The Civil 
Aeronautics Administration speed- 
ily determined the identity of the 
flight squadron responsible and 
proper steps have been taken to 
see that disciplinary measures are 
administered. 
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AS SEEN FROM CHICAGO 





NICKELS JOINS HOSMER OFFICE 


R. W. Hosmer & Co., Chicago agency, 
announces that J. D. Nickels, who was 
formerly connected with the office from 
February, 1920, to May, 1922, is return- 
ing to his old firm. He has had a 
valuable experience, especially in casu- 
alty lines. From May, 1922, to May, 
1931, he was associated with the Chi- 
cago branch office of the New York 
Casualty when Harry B. Doten was 
manager. He was assistant to Mr. Do- 
ten and developed a large plate glass in- 
surance business in Illinois, The New 
York Casualty was purchased by the 
American Surety and then Mr. Nickels 
went with the Century Indemnity. He 
was appointed superintendent of the 
casualty department and later traveled 
in Illinois, Indiana and Michigan for 
the company, having gone with the com- 
pany in May, 1941. 

In the announcement Hosmer & Co. 
call attention to the fact that the agency 
has maintained the same brand of serv- 
ice for 75 years and it will be continued. 
Following the death of P. B. Hosmer, 
Sr., P. B. Hosmer, Jr., is in charge of 
the agency, he being the sixth member 
of the family to carry on the business 
through three generations. 


CONTINENTAL GRADUATES MEET 


The Continental Graduates, a group 
of former employes of Continental in 
the middle west, held their annual lunch- 
eon gathering in Chicago Tuesday. 
About 18 attended. Ralph Woltersdorff, 
retired assistant western manager of 
Atlas, is the chairman. 





NAVY ENLARGES ITS SPACE 


The navy has taken additional space 
in the Insurance Exchange at Chicago, 
having just signed a lease for the 2,350 
square feet comprising the old quarters 
vacated some months ago by the IIli- 
nois insurance department in A1445. 

The south building of the Insurance 
Exchange now is 97 percent rented, ac- 
cording to Manager R. C. Swanson, and 
the north building is about 92 percent 


rented. This is about the highest occu- 
pancy that the two sections of the In- 
surance Exchange ever have enjoyed. 


Much of it was brought about by the 
army and navy taking together approxi- 
mately 110,000 square feet in the south 
building, which forced the moving of 
many tenants to other quarters in both 
buildings. 





NORTHWEST GROUP MEETS 


The executive committee of the 
Underwriters Association of the North- 
west held a luncheon meeting in Chi- 
cago, Monday, that was called by R. A. 
3uckman of Royal, the president. Carl 
FE. Ingram, Great American, the secre- 
tary, reported that $4,500 had been in- 
vested in war bonds. The resignation 
as a member of the committee was re- 
ported of George S. Valentine, assistant 
secretary of Ohio Farmers. 


Fire 





ADVISORY COUNCIL TO FORM 


‘The Insurance Advisory Council of 
Illinois will be newly organized for the 
legislative year at a luncheon meeting 
Jan. 4 in the Union League Club, Chi- 
cago. L. S. Jones, Ocean Accident, 
president [Illinois Insurance Federation, 





WANTED 


Experienced Inland Marine Underwriter with 
executive and field experience, preferably un- 
der 38 years old. Excellent opportunty for 
good position with large 
office. Box R-l, The National 
175 W. + Paeen Blvd., Chicago. 





acum 











FIRE INSPECTOR & SPECIAL AGENT 


This man is 45 with 19 years insurance 
experience covering underwriting, inspec- 
tion and special agent. 


FERGASON PERSONNEL 
166 W. Jackson Har. 9040 Chicago. Ill. 








probably will be elected chairman, as 
the federation president always is se- 
lected for chairman of the .council. 

This is the group formed of represent- 
atives of the various insurance organi- 
zations in Illinois which coordinates 
their legislative work each year. The 
Illinois legislature will convene Jan. 6. 


FELDMANN OPENS OFFICE 


Walter J. Feldmann, who has been 
associated with Wagner & Glidden for 
the past 23 years, has established him- 
self as an independent adjuster in the 
Insurance Exchange building, Chicago. 
He is located in Room A-1910. 


HAMILTON IN CHARGE OF BOARD 


W. W. Hamilton, assistant manager 
of the Chicago Board, will have charge 
of its affairs until a successor to Robert 
A. Parker has been appointed. A spe- 
cial committee of the board now is 
working on the selection of such a suc- 
cessor. Mr. Parker resigned recently, 
thus carrying out the intention he had 
made known at the time he was named 
manager of the Cook County Inspection 
Bureau. 


NEW W.U.A. MEMBER 


Midwestern F. & M. of St. 
now a member of the 
writers Association. 


Louis is 
Western Under- 





FRANK ERION SCHEDULED 


Frank L. Erion, prominent indepen- 
dent adjuster of Chicago, is scheduled to 
address a luncheon meeting of the Chi- 
cago Insurance Agents Association Jan. 
12 in the Union League Club on the sub- 
ject of arriving at proper insurable val- 
ues for buildings The meeting will be 
open to agents who are not members of 
the association. 

Four directors will be elected. The 
directors retiring are Arthur Croxson of 
Rollins-Burdick-Hunter, A. M. Jens of 
Fred S. James & Co., George A. Le 
Monniere of George Roberts & Co., and 
George A. Rapp of George A. Rapp & 


Co. Bradford Gill, president, will preside. 
The nominating committee consists of 


Benjamin Zweig, chairman; Arthur J. 
Gallagher and Eugene F. Engelhard. 


The office practices committee has been 
newly constituted, including W. R. 
Reynolds, chairman; L. W. Zonsius, 
Emil L. Lederer and Lyman M. Drake. 





KUFFEL WAS PANEL LEADER 


In the last issue of THE NATIONAL 
UNDERWRITER it was stated that Don C. 
Campbell, credit manager of America 
Fore, was moderator of the recent panel 
discussion on war damage insurance be- 
fore the meeting of the Chicago Associ- 
ation of Credit Men. W. F. Kuffel, as- 


sistant manager Phoenix of Hartford, 
was the moderator and Mr. Campbell 
was a member of the panel. The pro- 


gram was very successful and requests 
have been made for a repetition. 


CROKIN WITH WAGNER & GLIDDEN 


R. J. Crokin, who has been a staff ad- 
juster for the past 17 years for the Cook 
County Loss Adjustment Bureau, has 
joined the adjusting firm of Wagner & 
Glidden in Chicago. 


Tennessee Ruling on 
Service Men’s Licenses 
NASHVILLE, TENN .— Tennessee 


agents in the service may retain their 
status after the new licensing period 
beginning Jan. 1 under a ruling by Com- 
missioner McCormack, which authorizes 
the renewal of such license by payment 
of the regular fees by an authorized 
person without making the usual appli- 
cation. The ruling states: 

“The applicant should arrange with 
some licensed person for the solicitation 
of new or renewal business on behalf 
of the applicant during such period of 
absence while in the military or naval 
service of the United States. The de- 
partment recommends that a power of 
attorney be executed in order that the 
authority given to such licensed person 
be definitely defined and, in order to 
comply with the insurance laws _ pro- 
hibiting the payment of commissions to 
unlicensed persons, it is required that 
any person acting in the capacity of 








Frank Julian Is Expected 
to Be Reappointed 


BIRMINGHAM, ALA.—Frank N. 
Julian is a sure shot to continue as 
Alabama insurance superintendent when 
Chauncey Sparks takes oath as governor 
in January, it is believed. This will not 
be surprising to insurance interests, since 
he is almost a fixture in the office, hav- 
ing held it under four governors, al- 
though all terms were not consecutive. 
No other applicant for the post has been 
approved. 

“Uncle Frank” is past president of 
the National Association of Insurance 
Commisioners and has hardly missed 
one of its conventions in 20 years. Prior 
to his present term as state superinten- 
dent, he was president of Bankers Fire 
& Marine of Birmingham. 


Paul A. Corroon Weds 


A notable social] event at Huntington, 
L. I., was the marriage Monday of Miss 
Jeanne King Stafford, daughter of Mrs. 
W. F. Stafford and the late Mr. Stafford, 
to Paul A. Corroon, son of Mr. and 
Mrs. Richard A. Corroon. The cere- 
mony was performed in St. Patrick’s 
Roman Catholic Church. The bride was 
graduated from the Sacred Heart Con- 
vent and Marymount Academy. Mr. 
Corroon, whose father is head of Cor- 
roon & Reynolds, was graduated from 
Newman School and attended George- 
town university. 


Presentation to W. G. Shipe 


The field men for New Hampshire 
Fire and Granite State in the W. U. A 
territory have presented to General 
Agent W. G. Shipe of Chicago a desk 
set in recognition of his twenty-fifth an- 
niversary with the companies. 








an insurance agent or broker should be 
duly licensed as required by law.” 


W. P. Fischer, president of King & 
Fischer, Palm Beach, Fla., former presi- 
dent of the Florida Association of In- 
surance Agents, has been commissioned 
a lieutenant in the naval reserve and 
has reported to Washington, D. C. 
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U. S. WAR BONDS 
AND STAMPS 


Here, at the world’s busiest insurance corner, you get con- 
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4 ance people located under the same roof with you. 
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you find so vast a centralization of insurance and allied organi- 
zations! And, remember too, that insurance offices now in the 
Insurance Exchange Building write more than 90% of the 
premiums of fire, casualty and allied insurance lines produced 
in metropolitan Chicago. 


~~. R. C. Swanson, Manager 
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Active, Day by Day Canvassing 


Evidently fire and casualty agents 
who want to keep up their premium 
volume will have to do some active, 
day by day canvassing. Many of their 
established customers will be buying 
less insurance. This will be partly due 
to depleted stocks, or partial shutdowns 
due to lack of material, reduced pay- 
rolls for compensation, or perhaps re- 
duction of number of trucks in opera- 
tion. The Hartford Accident, in its 
“Tips to Producers,” warns its agents 
on this subject. Although an agent’s 
regular customers may not buy as much 
as in other years, there is far more 
money available for the purchase of 
premiums, the Hartford Accident points 
out. It quotes John Sullivan, Assistant 
Secretary of the Treasury, who re- 
cently said that despite higher taxes, 
the American people, after paying their 
tax bill in the calendar year 1943, will 
have left of their income some $36,000,- 
000,000 more than they had after paying 
their taxes in 1940. He pointed out 
that this increase is almost as large 
as the total national income in 1932. 

An agent whose regular customers 
are buying less than formerly can only 
replace or restore his volume by find- 
ing new customers. These customers 
will be among those who are enjoying 


the additional $36,000,000,000 of income, 
However, to find them will require 
study and effective canvassing. 

An interesting sign of the time can 
be verified probably by every local 
agent, by watching his home news- 
paper. It is astonishing the number of 
pages of advertising used by retail 
stores in order to reach the people with 
money. It may be that retail stocks are 
down, but evidently the stores have 
plenty of goods to sell. They may not 
be the same goods the customers are 
used to, but the amount of money spent 
for advertising practically everywhere 
is very good evidence that the buyers 
have money to spend with those who 
have anything to sell. The insurance 
men must go out after this money if 
they want to get their share. 

The agents may not sell the same 
kind of insurance they have been used 
to. That is, they may have to sell 
kinds that they are not familiar with 
and have not been in the habit of sell- 
ing. The Hartford Accident suggests 
that each agent make a study of his 
own customers, and sell them the kinds 
of coverage they really need, but have 
not been buying. It points out that 
there is plenty of money for the cus- 
tomers to buy, if they are sold. 


Women as Special Agents 


The announcement that Bertha M. 
Burke of Painesville, O., had been ap- 
pointed special agent for the Buffalo in 
Ohio to look after its survey and bro- 
kerage business no doubt will receive 
considerable comment throughout the 
country because while women have been 
employed in responsible positions in un- 
derwriting organizations and special 
work and they are being called upon 
to fill more important jobs, there has 
not been a tendency to have women do 
field work. 

Probably the most notable case, how- 
ever, is in Wisconsin where Millers 


Starting Early in Life 


Albion C. Cronkhite of Chicago, gen- 
eral manager of the Western Union 
Telegraph Company in the Lake division 
comprising 10 states, in a friendly talk 
to the insurance group of the Union 
League Club, of which he is president, 
spoke of the helpfulness that he had re- 
ceived from the advice and service of 
reliable insurance men. He said he 
made it a special mission to talk with 
young men who came into his employ, 


National and Illinois Fire have Mrs. 
Helen D. Chapman of Tomahawk as 
state agent. Her husband “Cy” Chap- 
man, was former state agent and on his 
death she succeeded him. Evidently 
she is doing a very satisfactory piece 
of work. Mr. Burke is Ohio state agent 
of Buffalo and therefore his wife will 
have the advantage of his advice and 
supervision. There may be some ques- 
tion as to the propriety of having 
women field men. The appointment, 
however, does show that many new op- 
portunities are coming to women in in- 
surance. 


advising each one to select a thoroughly 
reliable, intelligent and qualified insur- 
ance man and have him as his insurance 
counsellor. 

Mr. Cronkhite tells young men that 
they can do nothing better than to listen 
to suggestions from a trusted insurance 
counsellor. Speaking of his early ex- 
perience with life insurance men he said 
that at one time he thought his agent 
was trying to oversell him and overload 


him. He acknowledged that as the 
years went by he realized that the agent 
was giving him sound advice. Mr. 
Cronkhite said that if he had followed 
that counsel he would have been much 


better off perhaps in his personal estate 
than he is. Mr. Cronkhite paid a high 
tribute to insurance men and the mag- 
nificent work they are doing in protect- 
ing life and property. 


Fire Prevention Efforts Gratifying 


The tremendous activity along fire 
prevention lines in furthering the war 
effort is bound to result in lasting bene- 
fit after the last gun is fired. Although 
the principles of fire prevention have 
long been stressed, the indifference of 
the public has been difficult to over- 
come. Extensive educational programs 


are now being conducted to cut the fire 
waste in industrial plants and on farms. 
As education rather than equipment is 
the real key to the fire loss problem, 
this activity in which many organiza- 
tions are cooperating is a positive con- 
tribution not only to winning the war 
but in eliminating peace-time waste. 








PERSONAL SIDE OF THE BUSINESS 





O. D. Dodge of Colorado Springs 
celebrated his 80th birthday Dec. 22. 
Mr. Dodge entered the local agency field 
there more than 40 years ago. For 
many years the agency was operated as 
Dodge & Shelton, later as Dodge & 
Geisler. The business was purchased 
recently by Rouse & McHone. 

C. S. Kremer, president Hartford Fire, 
has been elected a director of the Hart- 
ford National Bank & Trust Co. 

L. E. Ellis, Des Moines local agent, 
observed his 70th birthday by putting in 
the day as usual at his office. Through- 
out the day he was deluged with tele- 
phone messages, telegrams and flowers. 
An informal party was held at his home 
in the evening with a group of life-long 
associates. 

Fred L. Winter, of Chaddock, Winter, 
Muler & Alberts, Muskegon, Mich., 
former president of the Michigan Asso- 
ciation of Insurance Agents, has been 
elected board president of the Family 
Service Bureau, which supervises social 
service work in the greater Muskegon 
area. 

The Mulert memorial room in the 
cathedral of learning, University of 
Pittsburgh, which was provided for in 
the will of the late Justus Maulert, 
Pittsburgh insurance agent for many 
years, was dedicated Dec. 21. Mr. Mu- 
lert entered the insurance business in 
Pittsburgh in 1884 and was connected 
with it until his death in 1932. The 
Pittsburgh agency which he founded 
still bears his name. 

Boyle O. Rodes of W. H. Markham & 
Co., has been elected to the executive 
committee of the St. Louis chamber of 
commerce. 

President T. A. Pettigrew of the 
Underwriters Adjusting in Chicago, who 
has been absent from his office for three 
months due to serious disability, has 
gone to his home at Miami, Fila., to 
recuperate and spend the winter. 

Charles E. Case, retired assistant 
U. S. manager of North British & Mer- 
cantile, who underwent an appendec- 
tomy about a month ago, is making a 
good recovery at his home at Summit, 


The Meserole companies have sent to 
all men in the service that were con- 
nected with the organization a news 
bulletin and holiday greeting. The bul- 
letin gives all information possible re- 
garding the men in arms, telling any 


promotions that have come, any inter- 
esting incidents in connection with their 
work, personals regarding the head 
office and field. Altogether it is a pleas- 
ing batch of information to the boys 
who are far from their ordinary base. 


DEATHS 


Norman D. Burke, president of Gen- 
eral American Credits, Inc., died at his 
home in Atlanta. Mr. Burke formerly 
was with Caledonian and Northern As- 
surance. 


B. W. Moseley, 69, who formed the 
Mosely Brothers agency in Greenville, 
N. C., with his brother, A. M. Moseley, 
died at a hospital in Asheville after an 
illness of several months. 

Christian K. Cagle, famous all-Ameri- 
can West Point football player in 1927, 
28 and ’29, who had been manager of 
the brokerage department of Fidelity- 
Phenix in New York since 1939, died of 
pneumonia at Physicians Hospital, Jack- 
son Heights, L. I. He had been taken to 
the hospital ‘after suffering a head injury 
in an unexplained manner. He was 37 
yenes of age. 

Mr. Cagle, a native of Louisiana, en- 
tered the insurance business in 1934 with 
Niagara Fire. He served as_ special 
agent in the New York local department 
until he was advanced to brokerage man- 
ager of Fidelity-Phenix. 

E. N. Wiley, head of the Chicago 
agency of Wiley, Magill & Johnson, died 
at his apartment in the Del Prado Hotel, 
Chicago, Sunday. He was the oldest 
active local agent in the city, being 87 
years of age. He was at his office every 
day. Funeral services were held at Ken- 
wood Church in Chicago. He is sur- 
vived by a son, S. M. Wiley of Cave- 
creek, Ariz., and a daughter, Mrs. R. G. 
Warfield of Chicago. He was born in 
Hartford, Conn., March 8, 1855. He 
was in a drygoods house in Hartford 
for nine years, went to Chicago in Janu- 
ary, 1881, engaging in the insurance 
business with S. M. Moore & Co., which 
later became Webster, Wiley & Co., 
and then Wiley, Jennings, Corlies & 
Magill. In 1908 the firm’s name changed 
to its present one. At one time he was 
a member of the firm of Edward N. 
Teall & Co., and married the widow of 
Mr. Teall in 1909. He was a well known 
figure in the Union League Club of 
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By W. F. DELANEY, JR. 


Reinsurance in South America is a 
field shared by South American compa- 
nies and foreign companies. There is at 
present a growing demand for reinsur- 
ance of South American business by 
United States companies. The war has 
accelerated this trend. 

On the other hand, the spread of 
nationalism into the field of reinsurance 
has been a noticeable development of 
the last 25 years. Such a development 
has taken place in South America. Both 
Chile and Brazil have set up a state 
monopoly on reinsurance. Other coun- 
tries have taken steps in the same direc- 
tion. It may be that South America is 
merely following the trend of events. In 
Europe there were the reinsurance insti- 
tutes of Turkey and Greece. But for 
the war, a reinsurance monopoly might 
well have existed in two other European 
countries. It is sought today to protect 
national interests by demanding deposits 
from direct writing companies and by 
setting up national reinsurance institutes 
to avoid sending currency abroad. 


Laws of South America 


The following pages represent a study 
of the laws of South America in so far 
as they affect reinsurance by United 
States companies. Certain laws have 
been paraphrased. No direct quotation 
has been made since it would be neces- 
sary to quote the law in its original 
language. The word reserves has been 
used more than is customary in United 
States reinsurance terminology but this 
is due to the South American practice 
which uses the word to denote either 
surplus or reserves for unearned pre- 
miums, as well as other reserves. Rein- 
surance laws in South America are 
changing constantly and the author sug- 
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e Laws of South America 


Their Effect on Reinsurance by U. S. Companies 


trol reinsurance by creating the Rein- 
surance Institute of Brazil, by Decree- 
Law No. 1186 of April 3, 1939, with 
which all fire and marine reinsurance 
must be placed. Reinsurance of other 
fields may still be placed in the open 
market. 

Limitations Are Stated 


Article 185 of Decree-Law No. 20€3 
of March 7, 1940, implemented by De- 
cree-Law No. 5201 of June 29, 1940, 
requires business concerns to insure 
within Brazil property in Brazil against 
fire risks when such property is worth 
500 contos of reis or more. All amounts 
given in Brazilian contos of reis. 1 conto 
of reis equals 1000 milreis, 1 milreis 
equals $0.0520 at free market rate—500 
contos equals $26,000. At least 80 per- 
cent of the risk must be insured. Like- 
wise, merchandise worth 100 contos of 
reis or more, subject to the same loss, 
must be insured within the country 
against transport risks. Persons effect- 
ing this obligatory insurance abroad are 
subject to a fine of 15 percent of the 
risk insured. 

3y a decree of April 2, 1941, 50 per- 
cent of all risks in excess of 1,500 contos 
of reis must be placed with national 
companies. 

The law of Brazil permits insurance 
companies to retain only a certain per- 
centage of direct business and the bal- 
ance must be reinsured with the Rein- 
surance Institute of Brazil. Article 67 
of Decree-Law No. 2063 of March 7, 
1940, limits the amount of insurance a 
company may keep on each risk to cer- 
tain limits which have been approved 
by the National Department of Insur- 
ance through the agency of the Reinsur- 
ance Institute. Under Article 70 insur- 





William F. Delaney, Jr. is an attorney for Irving Trust Company, New York. 


He is also secretary of the American Foreign Law Association. 


Harvard 1936, 


LL.B.; Princeton 1933, A.B.; Douai, England 1929, Oxford School Certificate; 
Ecole Albert de Mun, Nogent S/Marne, France, 1925. Interested in both the 
legal and practical problems of reinsurance, he took the course given by James 


A. Catheart of Peerless Casualty. 


For his essay on “Reinsurance Laws of South 


America, Their Effect on Reinsurance by United States Companies,” he was 
awarded the Sterling Offices prize in the reinsurance course by the Insurance 


Society of New York. 


In addition to winning the first prize for the reinsurance course, Mr. Delaney 
had the further distinction of being perhaps the only student in the course who had 
no business or professional connection with the insurance business. His interest 
was solely personal and due mainly to his rather wide acquaintanceship among 
reinsurance men. Having attended school in England, Mr. Delaney was instru- 
mental in getting Rugby football introduced at Princeton and through matches 
against the New York Rugby Club he got to know several English reinsurance 
executives who were members of the club. Through them he came to know quite 


a few other reinsurance people. 





gests that should any reader be inter- 
ested in seeking South American busi- 
ness a legal opinion should be first 
obtained. 





BRAZIL 





Brazil has played an important part 
in the development of reinsurance in 
South America. Reinsurance is compul- 
sory under certain circumstances. Brazil 
also has compulsory direct insurance in 
a few situations. Some United States 
companies have qualified to do an insur- 
ance business in Brazil and effect rein- 
surance by fitting into the pattern set 
up by the Reinsurance Institute of Bra- 
zil (Instituto de Resseguros do Brazil). 


Nationalization of Insurance 


Articles 116 and 117 of the Brazilian 
constitution of 1934 provided that meas- 
ures should be taken looking toward the 
nationalization of insurance enterprise in 
all its forms with the proviso that for- 
eign enterprises operating in Brazil 
might be converted into Brazilian com- 
panies. Nationalization of insurance has 
not yet been fully effected in Brazil, but 


ance companies may not retain direct 
insurance risks in excess of 20 percent 
of their liquid assets if they are 1,000 
contos of reis or less. If in excess of 
that sum, the amount a company may 
keep is found by a mathematical formula 
as follows: 

1000(1,1 — 4500 
Retention allowed = 
(in contos of reis) 
Liquid assets 
(in contos of reis) 


This formula works out as follows: 
(millions of reis) 


Liquid Assets Retention Limits 
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Insurance companies, both national 
and foreign, are obliged to reinsure with 
the Reinsurance Institute of Brazil all 
excesses over the retention allowed for 
each risk. The Institute, popularly 


the government has undertaken to con- known as the I. R. B., retains part of 


the offered insurance and retrocedes the 
remainder. 

The I. R. B. reinsures with private 
companies in Brazil and abroad. Article 
21 of Decree-Law No. 1186 of April 3, 
1939, provides that the Institute will 
give preference to companies operating 
in Brazil, bearing in mind the business 
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offered by a particular company and its 
liabilities in excess of its retention limits. 
Excesses which cannot be placed in the 
country may be placed abroad. 

The Institute has complete control 
over the fire and marine reinsurance 
market even to the extent of determining 
who shall be obliged to accept its retro- 
cessions. Under the Decree-Law No. 
3784 of Oct. 30, 1941, acceptance of 
retrocessions offered by the Institute is 
compulsory on the part of all insurance 
companies authorized to operate in Bra- 
zil, whether they be national or foreign. 
The fact that such companies may not 
operate in the same field of risks as the 
retrocession does not relieve the com- 
panies from the obligation of accepting 
them. 

The Technical Council of the I. R. B. 
(Conselho Tecnico) fixes the rate, the 
terms and form of the retrocession, and 
the commission. This is on the theory 
that the I. R. B. has at its disposal the 
best technical advice and best history 
records which enable it to determine 
how the business can best be placed. 


Reserve for Retrocessions 


Beginning in 1941, insurance compa- 
nies, both national and foreign, author- 
ized to operate in Brazil, are obliged to 
set up a reserve fund for retrocessions 
received by them equal to 50 percent of 
their paid in capital. The companies are 
required to utilize existing surplus 
towards building up the fund. In the 
event utilization of such surplus does not 
bring the fund up to the statutory 
amount, each company must annually 
transfer to this fund, 5 percent of its 
profits until the statutory figure is 
reached. 

The Reinsurance Institute of Brazil 
takes all fire and marine reinsurance on 
property in Brazil, but it only retains 
12 lines. The size of a line is deter- 
mined by tables in the manual for fire 
reinsurance issued by the Institute. The 
excess over the 12 lines is retroceded on 
the following basis: 

1) A first excess of 7% lines is auto- 
matically retroceded 71 percent to na- 
tional companies and 29 percent to for- 
eign companies participating in the 
second excess; 

2) A second excess of 34 lines is auto- 
matically retroceded—71 percent to for- 


cign companies and 29 

tional companies; 
3) A third excess 

facultative basis. 


percent to na- 


is retroceded on a 


Placing Reinsurance Abroad 


Companies may reinsure liabilities in 
excess of permitted retention with other 
companies in Brazil if, for any reason, 


the Institute will not take reinsurance 
business offered. If no reinsurer can 
thus be found the business may be 


placed abroad through the intermediary 
of the I. R. B. or directly under certain 
conditions. When the reinsurance is 
placed abroad without going through the 
Institute, the National Department of 
Private Insurance and Capital (De- 
partmento Nacional de Seguros Privados 
e Capitalizacao) must be notified by 
report. The inability of the ceding com- 
pany to place the business in Brazil 
must be shown as well as the name and 
domicile of the reinsurer, the amount 
reinsured, the premium paid, the dura- 
tion of the insurance, the type and class 
of risk reinsured. The above referred 
to report is made to the department 
through the Institute which passes upon 
the regularity of the transaction. Arti- 
cle 74 of Decree-Law No. 2063 of March 
7, 1940, provides: 

Companies may reinsure in other com- 
panies in the country their liabilities in 
excess of their retention when the Rein- 
surance Institute of Brazil has not 
accepted or has cancelled the reinsur- 
ance of the above referred to liabilities. 

1. Not finding any companies for the 
placing within the country of the rein- 
surance of the liabilities referred to in 
this article, it may be placed abroad 
through the intermediary of the Insti- 
tute of Reinsurance of Brazil or directly 
if the (institute) refuses to intervene in 
the transaction. 


Reports Are Required 

2. Within eight days after placing 
reinsurance abroad, the companies will 
advise the National Department of Pri- 
vate Insurance and Capital, informing it 
of the impossibility of placing business 
within the country and stating the name 
and seat of the reinsurer, the amount 
reinsured, the premium paid, the begin- 
ning and end of the reinsurance, the type 
and class of risk reinsured. : 

3. The report referred to in the above 
paragraph will be made through the 
Institute of Reinsurance of Brazil which 
will judge as to the regularity of the 
transaction. 

Reserves for reinsurance must remain 
in Brazil and be invested according to 
law. Even unearned premium reserves 
for reinsured business that cannot be 
covered in Brazil must be left in Brazil. 
Article 75 of said decree-law provides: 

In cases of reinsurance abroad, there 
will be left wholly within the country 
the unearned premium reserves. 


Fines Are Imposed 


A company placing reinsurance abroad 
without the consent of the Institute is 
liable to a fine of 30 percent of the 
declared value of the policy. All rein- 
surance transactions effected by foreign 
companies at their home office directly 
are considered irregular and liable to the 
stated penalty, the agency or branch 
being made responsible. Article 30 of 
Decree-Law No. 1186 of April 3, 1939, 


The footnotes and _ bibliography 
which were included in the article as 
originally prepared are omitted be- 
cause of space limitations but may be 
obtained by writing Mr. Delaney at 
coon 423, 1 Wall Street, New York 
‘ity. 
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provides that a company may be denied 
the right to operate if reinsurance is 
effected other than with the Institute. 
Retention of line in excess of or less 
than the proper limits will subject a 
company to a fine equal to double the 
amount of liability which is in excess of 
or under the limits. 

The Reinsurance Institute of Brazil, 
which was created by virtue of the 
authority vested in the Executive: under 
Article 180 of the Constitution of Brazil, 
commenced to operate on April 3, 1940. 
The Decree-Law No. 1186 of April 3, 
1939, set up the rules under which the 
Institute operates. Its original capital 
of 15 thousand contos of reis was in- 
creased to 30 thousand contos of reis, of 
which one-half has been paid in. Sev- 
enty percent of the stock was subscribed 
for by social institutions created under 
federal law and is known as class A 
stock. Class B stock constitutes the 
remaining 30 percent of the stock and is 
held by national insurance companies 
and certain foreign insurance companies 
authorized to do business in Brazil. All 
insurance companies operating in Brazil 
were obliged to subscribe in proportion 
to their capital. Failure to do so may 
result in suspension. 


Distributing the Profits 


Under Article 19 of the Decree-Law 
No. 1186 of April 3, 1939, profits from 
the operations of the Institute are dis- 
tributed as fellows: 

a) 20 percent goes into a reserve fund; 

b) A dividend of not more than 8 
percent is paid to the stockholders; 

c) Bonuses are paid to employes 
according to law; 

d) If there is any balance left, 
distributed as follows: 

(a) The council determines additional 
sums to go into reserve funds; 

(b) 25 percent is turned over to the 
federal government; 

(c) 25 percent is distributed among 
the insurance companies in proportion to 
their business with the Institute; 

(d) 25 percent goes to a fund for 
social welfare; 

(e) 10 percent is spent for advertising 
and technical insurance studies. 


it is 


Must Serve the Institute 


Article 27 of Decree-Law No. 1186 of 
April 3, 1939, provides friendly settle- 
ments of claims will not bind the Insti- 
tute unless it is a party thereto. Under 
Article 28 of said decree, the Institute 
must be served in all actions involving 
claims in which the Institute might be- 
come liable as reinsurer. 

The Institute is a thriving organiza- 
tion headed by the Technical Council 
(Conselho Tecnico) and the Fiscal 
Council (Conselho Fiscal). It is now 
building a very modern building in Rio 
de Janeiro, in which to house its offices. 
A very fine insurance library has been 
started. Its personnel is given courses 
in insurance and reinsurance. The Insti- 
tute maintains a medical and _ social 
service for its members. A statistical 
study has been made based on over 
one million reports, whose results can 
now be found in 30 volumes giving the 
condition of all insurance companies 
operating in Brazil and a record of all 
reinsurance business contracted for in 
Brazil during the last ten years. 

The Technical Department has reports 
on more than 100,000 policies and 10,000 
losses. The Institute publishes a tech- 
nical’ review which outlines its activi- 
ties and gives interesting studies. A 
special statistical service has been organ- 
ized for the reorganization of premium 
rates. Some 10,500 losses, which oc- 
curred in Brazil between 1929 and 1939, 
have been studied. 


Practical Operations 


All fire and mavine reinsurance busi- 
ness goes first to the Reinsurance Insti- 
tute of Brazil. What is not kept by 
the Institute goes to the national com- 
panies and the foreign companies which 
had qualified to do business in Brazil 
prior to the enactment of laws prevent- 
ing the admission of new foreign com- 
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Officl. Inv. 
U. S. Companies Capital Surplus Under. a,b,c Net Premiums Under. Bal. Invest, Profit Paid 
Est. Company a b Reservet toe Written e Earned (Officl.) Income or Loss Dividends Rate 
$ $ $ $ $ 3 Pet. 
1926 *Amer, Reserve.... 1,000,000 854,692 2,860,455 1.7 2,848,322 2,870,788 96,665 218,227 —35,080 i ...... . 
1913 *Eagle Fire, N. J.. 815,000 204,206 776,028 2.5 719,139 850,805 —4,445 93,623 SS Se ee 
1941 Christ. Gen., N. Y.. 500,000 611,569 1,629,265 1.1 2,448,490 1,084,089 — 304,758 37,767 —354,288  ...... 
1940 Constitution Re.... 500,000 635,706 1,127,482 2.7 850,814 846,915 —18,646 47,303 —14,099 ...... 
1941 General Security... 500,000 927,592 2,507,093 1.3 3,101,051 923,187 —16,265 56,977 —80,619 250,000 50 
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1939 *Natl. Reins. ...... 1,000,000 4,702,206 692,241 8.3 773,493 606,034 —179,134 191,413 —326,032  ...... " 
1940 N, A. F. & M. Re.. 1,000,000 1,000,000 2,000 as | Seeecs <  eeees0, - s8mesz 49,925 | rer er e 
1919 *Northeastern ..... 1,500,000 842,137 4,513,914 1.3 5,136,887 4,666,791 101,239 482,004 SO oe . 
1925 *North Star Re.... 600,000 1,504,934 3,337,090 1.6 3,329,664 3,187,793 —70,304 129,226 ae 8 ~ aahes ee 
1922 Prudential ........ 600,000 1,003,264 5,521,644 1.5 4,891,372 3,520,625 —77,162 74,311 26,740 210,000 35 
1936 *Reins. Corp., N. Y. 1,530,000 3,273,736 1,938,959 3.1 2,153,747 1,712,464 —419,903 292,472 —392,894 229,510 15 
Total, 1941 (15 Co.'s). 12,045,000 20,941,255 34,186,413 1.9 34,668,672 27,698,264 —1,761,329 2,242,950 —758,567 739,510 ee 
Total, 1940 (14 Co.’s).... 12,245,000 21,984,209 26,665,722 2.4 25,429,052 20,814,307 —1,948,911 2,011,275 —864,822 969,810 
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Total, 1936 (9 Co.,’s)..... 7,515,000 20,387,422 18,063,634 2.6 17,324,048 16,783,271 156,408 1,753,778 4,996,223 1,671,796 
Total, 1935 (9 Co.’s)..... 7,515,000 16,958,507 17,547,208 2.4 17,155,871 17,183,903 672,017 1,569,970 4,502,976 966,000 
Total, 1934 (9 Co.’s) 7,515,000 12,760,846 17,653,573 2.1 17,672,580 17,880,903 1,190,385 1,678,437 —883,947 776,000 
Total, 1933 (9 Co.’s)..... 17,515,000 12,712,784 18,253,788 2.4 16,045,315 18,816,192 2,288,822 1,550,838 —4,235,800 629,000 
Surplus 
Foreign Group Incl. Underwrit. : : Offcl. Inv. Trans. 
Ent’d Deposit Reserves Cover Net Premiums Underwrit. Invest. Profit to Home 
U.S.A. Company a b a,b, toe Written e Earned Bal. (Offcl.) Income or Loss Office (Net) 
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1916 Skandinavia .........--+0+8 869,152 1,065,955 1.8 1,087,366 851,057 —152,000 56,370 —14,868 —84,421 
1910 Swiss Reinsurance ......... 8,397,006 8,627,752 2.5 6,926,432 5,852,173 —723,569 428,950 166,015 8,651 
1910 tUnion, Paria .......-..00% 1,234,572 4,530 oe —367,200 209,440 247,504 33,770 9,32 —292 
1910 Union & Phenix............ 879,859 828,052 3.3 516,736 558,056 —73,262 60,530 26,700 = .eccce 
1918 Urbaine .ncccccccsecccccers 1,022,533 14,314 ae —408,209 14,705 154,237 48,224 —IE,E06 £ +  i$‘ssecce 
Total, 1941 (8 CO."B)...ccccccrcccee 15,190,285 13,086,250 2.1 9,849,188 9,395,347 —817,514 778,749 199,160 67,864 
Total, 1940 (9 Co.’B).........eeeee 18,057,533 15,873,393 2.7 12,792,825 12,642,338 —100,934 987,402 —59,898 713,080 
Petal 2980 (11 Gar'Sprccccccccecse 20,573,000 16,854,922 2.7 14,383,999 14,275,227 28,443 1,283,082 1,702,395 436,782 
Total, 1938 (11 Co.’s).......eseeee 19,820,461 17,091,588 2.6 14,944,140 14,144,863 274,968 1,241,991 819,915 596,016 
Total, 1937 (11 Co.’s)......cccecee 19,030,717 17,385,986 2.4 15,228,216 14,297,911 541,912 1,532,395 —1,817,364 1,640,838 
Total, 1936 (11 Co.’s)........sse0- 21,554,919 16,500,986 2.7 13,858,163 13,961,742 737,824 1,532,92 3,535,018 667,486 
Total, 1935 (12 Co.’s)......-cseeee 18,575,238 16,886,331 2.4 14,636,602 15,103,271 1,983,715 1,476,793 2,603,413 2,854,135 
Total, 1934 (12 Co.’s).......ccceee 17,129,094 17,631,644 2.3 15,037,348 16,176,358 1,988,536 1,647,223 1,706,077 3,368,216 
Total, 1933 (12 Co.’)....ceccccece 17,754,972 19,701,879 2.3 16,056,886 16,678,026 2,517,310 1,649,183 —1,080,383 2,101,016 





*U. S. Owned. 
tNow Unity Fire of New York. 
+Premium and. loss reserves. 








panies. Reinsurance is generally effected 
by treaty with the Institute or on a 
facultative basis. ; 

Retrocessional treaty terms are im- 
posed by the I. R. B. Treaties with 
national and foreign companies have 
been on the excess basis with a 1st and 
2nd excess. Despite treaties, there is 
no way of preventing the Institute from 
reinsuring on a facultative basis. A 
high commission is taken by the Insti- 
tute, the loss ratio is high and the busi- 
ness offered is only partly desirable. If 
the loss ratio turns out to be less than 
expected, the Institute, instead of letting 
the retrocessionaire store up a reserve 
for future bad years, is likely to ask 
for a higher commission. 

No reduction in unearned premium 
reserves is permitted for business placed 
abroad. 





CHILE 





In 1927, Chile enacted a new law, No 
4228 of 1927, regulating insurance and 
reinsurance. The law restricted the 
practice of insurance to national com- 
panies. Foreign companies already estab- 
lished in Chile have been permitted to 
continue but no new foreign companies 
are admitted. The most unusual fea- 
ture of the law, however, was the pro- 
vision for the creation of a Reinsurance 
Bank, with the principal object of cover- 
ing reinsurance of companies operating 
in Chile. The Reinsurance Bank of 
Chile was the first of its kind in South 
America. 

Under Law No. 4228 of 1927, as 
amended by Decree No. 251 of May 22, 
1931, all reinsurance on _ contracts 
effected in Chile must be placed with 
companies established in Chile. This 
does not, however, apply to foreign 
companies already doing business in 
Chile for which a special arrangement 
was made. Article 16 of Decree No. 
251 of May 22, 1931, provides: 

Companies will effect reinsurance of 
contracts made in Chile only with na- 
tional companies established in the 
country, in accordance with prevailing 
laws. 

National companies cannot reinsure 
with foreign companies doing business 


in Chile and any excess which is not 
covered by the national companies must 
be placed with the Reinsurance Bank. 
Article 17 of Decree No. 251 of May 22, 
1931, provides: 

The excess not covered among the 
companies will be reinsured by the Caja 
Reaseguaradorade Chile according to 
this law and the statutes of the Caja. 


Bank Keeps Own Retention 


The bank keeps its own retention on 
all reinsurance ceded to it and retro- 
cedes by offering the excess first to 
national companies. If there is any 
excess not thus covered by national com- 
panies, such excess is ceded abroad. 
Article 66 of Decree No. 251 of May 22, 
1931, provides: 

Of reinsurance received, the Caja may 
keep such amount as it deems con- 
venient. It should place, in turn, the 
excess in the national or foreign mar- 
ket. With this object the statutes of 
the Caja should indicate clearly the 
form of these preceding operations and 
the guarantees the institution should 
require from the entity, company or 
enterprise which contracts to accept the 
excess reinsurance. 

However, the first excess of the rein- 
surance which the Caja receives from 
non-national companies shouldbe 
offered in the first place to national 
companies under the form and condi- 
tions fixed by the directorate. 

The bank may refuse a reinsurance 
when its manager considers that the risk 
is not insurable. In this latter case, 
Article 65 of Decree No. 251 of May 22 
1931, provides in part that: 

Nevertheless the Caja will continue to 
cover the reinsurance but only in accord- 
ance with the form, terms and conditions 
defined by its statutes. 


Foreign Company Agreement 


Foreign companies already established 
in Chile have an agreement with the 
Chilean government by which they are 
obliged to cede to the Reinsurance Bank 
of Chile 20 percent of every direct policy 
they write. Nothing in the law prevents 
a foreign company from reinsuring the 
balance abroad, but the reinsurance so 
placed cannot be shown on the books of 
the company in Chile and may not be 


deducted from the income of the com- 
pany in Chile. 

Foreign companies already established 
in Chile are subject to the provisions 
of the Decree No. 251 of May 23, 1931, 
except 

a) Article 169 of said decree which 
compels national companies to reinsure 
with other national companies. 

b) Article 23, of said decree, requir- 
ing a surplus of not less than 50 percent 
of their capital. 

c) The provisions regarding the Rein- 
surance Bank of Chile. Such companies 
may form themselves into national com- 
panies and hold the majority of shares. 


Can’t Defer Payment 


Reinsurance in no way affects the con- 
tracts made between the direct insurer 
and insured and payment of a loss can- 
not be deferred for any reason con- 
nected with the reinsurance. 

All questions of law referring to direct 
insurance or reinsurance contracts are 
subject to Chilean jurisdiction and any 
— to the contrary is null and 
voi 

All insurance, including reinsurance, 
in Chile is under the direct control of 
the Superintendency of Insurance, Lim- 
ited Liability Companies and Stock 
Exchanges (Superintendencia de Com- 
pafiias de Seguros, Sociedades Anoénimas 
y Bolsas de Commercio). This office 
was formed under Article I of Law No. 
4228 of 1927 and continued under Article 
1 of Decree No. 251 of May 23, 1931. 
The office of the Superintendency is 
under the Minister of Finance. 


Capital of Bank 


The capital of the Reinsurance Bank 
under Article 9 of the Law No. 4228 
of 1927, was set at 15 million pesos 
(all amounts given in Chilean pesos: 1 
Chilean peso equals $0.04 (export rate); 
15 million pesos equals $600,000), but 
could be increased on recommendation 
of the directors and approval of the 
President of the Republic. It was 
divided into 15,000 shares of 1,000 pesos 
each. At the end of 1941, the Bank 
had a capital of 18,842,000 pesos. Forty 
percent of the original capital was paid 
on approval of the statutes by the gov- 
ernment, 30 percent six months after 
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Reinsurance—Indemnity Against 


Loss or Against L 


One of the developments of basic im- 
portance in the field of insurance has 
been the recognition of the need for re- 
insurance and the ever increasing utili- 
zation of the contract of reinsurance 
as an aid to the 
sound administra- 
tion of insurance 
companies. Con- 
trary to normal ex- 
pectations (and per- 
haps to the distress 
of the legal profes- 
sion), the increased 
use of reinsurance 
has not resulted in 
a notable increase 
in litigation involv- 
ing contracts of re- 
insurance. How- 
ever, it is not diffi- 
cult to understand : ; 
the scarcity of disputes in this 
which find their way into the courts. 

A contract of reinsurance cannot be 
advantageous to both the primary in- 
surer and to the reinsurer unless a high 
degree of mutual respect and confidence 
is present. The utmost good faith is re- 
quired of each party. As a matter of 
fact, many contracts of reinsurance are 
so drawn as to cause the net cost of the 
reinsurance to decrease proportionately 
with the increase of the profit made by 
the reinsurer. In such a background, 
it is quite natural that most disagree- 
ments as to the interpretation and ad- 
ministration of a contract of reinsurance 
would be amicably adjusted between the 
parties without resorting to litigation. 


Fact Situations 


One interesting and important fact 
situation has resulted in considerable 
disagreement between the primary in- 
Let us, for pur- 
poses of illustration, assume the follow- 
ing situation: 

“A” company insures John Doe 
against damage by fire to his home. “A” 
company reinsures all or a part of the 
risk with th Y” reinsurance company. 
A loss occurs. “A” company is insolv- 
ent and cannot pay its outstanding 
claims in full. Under these circum- 
stances it becomes of vital importance 
to know whether the contract of rein- 
surance between “A” company and “X” 
company indemnifies “A” against lia- 
bility arising out of the risk involved, or 
merely against the loss, if any, actually 
suffered by “A”. In other words, the 
question is: does the contract require 
“X” to indemnify “A” for the total lia- 
bility incurred, or for that portion of the 
liability which “A’s” weakened financial 
condition permits it to pay to John Doe? 

Of course, it wili readily be admitted 
that reinsurance is a contract of indem- 
nity. But, is it indemnity against loss 
or against liability? If the primary in- 
surer will, due to its insolvency, only pay 
its insured approximately 30 percent of 
the amount due, should the reinsurer 
pay a similar proportion, or should it 
be compelled to pay the amount it would 
have had to pay had the primary in- 
surer not become insolvent? 


Adjudicated Cases 


While it is not the writer’s purpose 
to delve into a mass of confusing legal 
phraseology and detail, it is felt that this 
problem can be discussed intelligently 
only in the light of the adjudicated 
cases. 

The Supreme Court of the United 
States has dealt directly with the ques- 
tion of the effect of the insolvency of 
the primary insurer upon the liability 
of the reinsurer on two occasions. In 
Allemannia Fire Ins. Co. vs. Firemen’s 
Ins. Co., 209 U. S. 326 (1908), the pri- 
mary insurer brought suit against the 
reinsurer to recover the amount for 
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which it was liable to its insured but 
which by reason of its insolvency, it 
was unable to pay. A portion of the 
reinsurance contract provided: 

“k %#* * losses, if any, shall be pay- 
able pro rata with, in the same manner, 
and upon the same terms and conditions, 
as paid by the said reinsured company 
under its contracts hereunder rein- 
wred-* * = 

The Supreme Court there affirmed a 
judgment for the primary insurer. It 
was held that, generally speaking, the 
liability of the reinsurer is not affected 
by the insolvency of the primary insurer 
and that the particular contract involved 
could not be construed to require an 
actual payment by the primary insurer 
as a condition precedent to any liability 
of the reinsurer. Mr. Justice Peckham, 
who wrote the opinion, said that to re- 
quire payment of the loss by the pri- 
mary insurer before permitting collec- 
tion from the reinsurer would deprive 
the contract of its chief value, i. e., 
the expectation of the primary insurer 
that it would be paid under the same 
terms as its losses were payable. 

Many state courts when confronted 
by similar policies followed and applied 
the Allemannia decision, with the re- 
sult that it was generally considered 
that a reinsurer had no right to set up 
the insolvency of the primary insurer as 
a basis for defeating a claim made 
against it. 


Lapse of 30 Years 


After a lapse of almost 30 years, 
another case involving substantially the 
same facts reached the Supreme Court 
of the United States. In Fidelity & De- 
pesit Co. vs. Pink, 302 U. S. 224 (1938), 
the suit was based upon the standard 
form of reinsurance agreement which 
had been adopted by the Surety Asso- 
ciation of America in 1930. Pertinent 
portions of that contract are as follows: 

“Introduction,—does hereby reinsure 
against loss” 

“the reinsurer’s proportionate share of 
the loss * * * shall be paid to the re- 
insured upon proof of the payment of 
such items by the reinsured * * *.” 

In reversing a judgment in favor of 
the primary insurer, the Supreme Court 
held that the contract before it was ma- 
terially different from that presented by 
the Allemannia company and that the 
terms of the contract specifically made 
payment by the primary insurer a con- 
dition precedent to the reinsurer’s lia- 
bility. 

The difference between the contracts 
before the Supreme Court in the Alle- 
mannia and Pink cases is at best one of 
degree, and it serves to emphasize that 
the language of the particular contract 
presented will govern the determination 
of a case. However, the Pink case had 
a far greater effect than merely holding 
the reinsurer not liable in that case. 
Reinsurers generally were told by that 
decision that the form of contract there 
involved would reduce their liability if 
the primary insurer became insolvent. 
Moreover interest in the Pink case has 
not been limited to reinsurers and pri- 
mary insurers. State legislatures which 
have empowered their insurance com- 
missioners to liquidate insolvent com- 
panies were, in effect, notified by the 
Pink decision that contracts of reinsur- 
ance could be so drawn as to take full 
advantage of the insolvency of the pri- 
mary insurer. Since the Pink decision, 
the legislatures of New York, Massa- 
chusetts, and South Dakota have passed 
statutes apparently designed to prohibit 
any decrease in the liability of a rein- 
surer by reason of the insolvency of the 
primary insurer. 

The New York statute (N. Y. Ins. 
Laws, § 77) does not directly prohibit 


iability 


reinsurance contracts which provide for 
the diminution of the reinsurer’s lia- 
bility in the case of the primary insurer’s 
insolvency However, the statute seeks 
to achieve the desired result by denying 
to the primary insurer any credit either 
as an asset or as a deduction from lia- 
bility for reinsurance containing the dis- 
approved type of language. The statute 
provides, in part: 

“No credit shall be allowed as an 
admitted assets or as a deduction from 
liability, to any ceding insurer for re- 
insurance made, ceded, renewed, or 
otherwise becoming effective after Janu- 
ary first, nineteen hundred forty, unless 
the reinsurance shall be payable by the 
assuming insurer on the basis of the 
liability of the ceding insurer under the 
contract or contracts reinsured without 
diminution because of the insolvency of 
the ceding insurer.” 

It is thought that this statute, indi- 
rect though it may be, will have the de- 
sired effect because primary insurers will 
in all probability seek to obtain the type 
of reinsurance which will be credited to 
them as an asset, or as a deduction from 
liability. Such reinsurance, in accord- 
ance with the foregoing statute, will re- 
sult in the same liability being imposed 
upon the reinsurer whether or not the 
primary insurer is insolvent. The Massa- 
chusetts statute is the same as that of 
New York. (Annot. Laws of Mass., ch. 
175, § 20.) 

The South Dakota statute (S. D. 
Code, § 31.0803) proceeds on a different 
theory. It provides: 

“A reinsurance is presumed to be a 
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the New York statute. In all other 
States, the reinsurer is free to adopt a 
form of contract similar to that in the 
Pink case and thus derive benefit from 
the primary insurer’s insolvency. Should 
the contract adopted, however, differ 
from the language of the contract in the 
Pink case, there is a very real possibility 
that the court will construe the contract 
to insure against liability and not against 
loss. The Supreme Court of Missouri 
has recently done so despite the fact 
that the contract involved was quite 
similar to the one in the Pink case. 
(Homan v. Employers Reins. Corp., 345 
Mo. 650, 136 S. W. (2d) 289 (1939). 

In view of the lack of uniformity in 
the interpretation of reinsurance con- 
tracts, it might be well to examine 
briefly the reasons why, on one hand, 
some courts have gone to great lengths 
to hold that a contract of reinsurance 
indemnifies against liability and not 
against loss, and why, on the other hand, 
the reinsurers desire to indemnify the 
primary insurer only against the loss 
sustained. 


Reason for Reinsurance 


Perhaps the chief reason for the tak- 
ing out of reinsurance by a primary in- 
surer is the fear of a catastrophe loss 
and the desire to protect against such an 
event. Yet, if the contract of reinsur- 
ance be so construed as to require a pay- 
ment by the primary insurer as a condi- 
tion precedent to the liability of the re- 
insurer, the primary insurer’s desire to 
guard against a catastrophe loss may 
well be frustrated. Simply stated, we 
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contract of indemnity against liability, 
and not merely against damage.” 

This statute does not directly prohibit 
a reinsurer from using language most 
favorable to it. The exact scope of this 
statute and similar statutes which exist 
in three other states has never been de- 


termined. (Cal. Ins. Code, § 621; Mont. 
Rev. Codes, § 8151; N. D. Com. Laws, 
§ 6551.) It is possible that such a 


statute would be construed to prohibit 
a clause making payment a condition 
precedent to liability of the reinsurer. 
On the other hand, the statute might be 
so interpreted as merely to require ex- 
tremely clear language to overcome the 
force of the presumption. Until the scope 
of statutes such as the South Dakota 
statute has actually been determined, 
both reinsurer and primary insurer will 
remain in doubt as to the scope of this 
limitation upon their freedom of con- 
tract. 

Thus, the Pink case has had, and will 
continue to have, a substantial effect 
upon the business of reinsurance, both 
from the standpoint of the parties to 
such contracts and from the point of 
view of the insurance commissioners 
regulating insurance in the various 
states. 


No Uniform Rule 


To summarize the situation briefly, 
we find that there is no uniform rule as 
to the effect of the insolvency of the 
primary insurer upon the liability of the 
reinsurer. In six states, statutes restrict 
or tend to restrict the contractual right 
of the reinsurer to limit its liability to 
the amount actually paid by the primary 
irsurer. In Iowa, the insurance com- 
missioner has issued a ruling similar to 


might frequently find that the primary 
insurer is, by reason of a catastrophe 
loss, unable to pay the outstanding 
claims, but if it could recover from the 
reinsurer, it would be enabled to pay 
these claims and remain solvent. This 
is precisely the situation which the pri- 
mary insurer sought to protect itself 
against. And yet, by reason of insuffi- 
cient funds to pay the losses in the first 
instance, its foresight is nullified and it 
is rendered insolvent. In such a situa- 
tion, it would seem that a state legisla- 
ture would have a legitimate interest in 
striving to protect both primary insurers 
and the policyholders thereof against 
such a possibility. 

Another argument in favor of con- 
struing a contract of reinsurance to be 
one against liability and not against loss, 
or for a state legislature to take action 
to prevent such contracts from being 
written, is that the reinsurer receives his 
premiums whether or not the primary 
insurer becomes insolvent and_ that, 
therefore, the liability of the reinsurer 
should remain constant, even though the 
primary insurer may become insolvent. 
The argument is a forceful one unless, in 
the original calculation of the premium 
to be received by it, the reinsurer has 
based its premium in part upon the pos- 
sibility of the insolvency of the primary 
insurer and upon the expectation that in 
such event the liability of the reinsurer 
would be reduced. Of course, in all 
probability no reinsurer bases its pre- 
miums upon any such eventuality. In 
any event, the reinsurer always has the 
right, in case the state legislature or- 
ders that reinsurance contracts be con- 
tracts against liability and not against 

(CONTINUED ON PAGE 22) 
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Review Insurance Society Course 


Valuable Reinsurance Material Is Produced 


The Insurance Society of New York 
took an important pioneering step in the 
academic year 1941-42 by giving the first 
reinsurance course ever conducted in 
this country. Last year’s issue of the 
Reinsurance Number of Tue NATIONAL 
UNDERWRITER carried a full account of 
the lectures which the instructor in 
charge, Vice-president James A. Cath- 
cart of Peerless Casualty, had given up 
to the time of the Reinsurance Number’s 
publication. These covered approxi- 
mately half the course. Herewith are 
given some of the last lectures in con- 
densed form. They dealt mainly with 
the actual reinsurance contracts and 
treaties. In addition to Mr. Cathcart 
there were two guest lecturers, William 
Collins, reinsurance manager of the Cor- 
roon & Reynolds group, and Fred Mac- 
cabe, secretary of Automobile, who dis- 
cussed, respectively, the reinsurance of 
fire business and ocean marine cover- 
ages. 

The reinsurance course is not being 
given this year by the society, largely be- 
cause many potential students have gone 
into the armed forces while others, 
though still with their companies, are 
doing so much extra work because of 
the personnel shortage that they would 
have little time to give to attending lec- 
tures and doing outside reading. 

To facilitate discussion of casualty re- 
insurance contracts, Mr. Cathcart dis- 
tributed copies of a specimen treaty, so 
drawn as to include practically all the 
lines of casualty reinsurance business. 
3elow is the specimen treaty, followed 
by Mr. Cathcart’s comments on some of 
its provisions: 

Specimen Agreement 


This agreement made and entered inte 
by and between the Alpha Reinsurance 
Corporation, New York, N. Y. (herein- 
after called the “Reinsurer”’) and the 


Beta Insurance Company, New York, 
N. Y. (hereinafter called the “Com- 
pany”): 

Witnesseth: 


That in consideration of the mutual 
covenants hereinafter contained and 
upon the terms and conditions herein- 
below set forth, the parties hereto agree 
as follows: 

Article I. 

Classes of business reinsured: 

The company will reinsure with the 
reinsurer and the reinsurer will accept 
reinsurance from the Company as set 
forth in Exhibits “A”, “B”’, “C”, “D”, 
“E”, “F’ and “G", which are attached 
hereto and made part of this agreement, 
such exhibits being entitled for purposes 
of identification as follows: 

Exhibit A—Excess reinsurance of third 
party bodily injury liability business. 

Exhibit B—Excess reinsurance of third 
party property damage liability business. 

Exhibit C—Excess reinsurance of work- 
men’s compensation and employers’ lia- 
bility business. 

Exhibit D—Share reinsurance of bur- 
glary, robbery and theft business. 

Exhibit E—Share reinsurance of acci- 
dent and health business. 

Exhibit F—Excess reinsurance of boiler 
and machinery business. 

Exhibit G—Excess reinsurance of per- 
sonal accident business. 

Article II. 

General exclusions: 

This agreement does not cover risks 
of any kind received by the company as 
reinsurance from other carriers uniess 
individually submitted by the company 
to the reinsurer for inclusion hereunder, 
whereupon, if specially accepted by the 
reinsurer, such business shall then be 
covered under the terms of this agree- 
ment. Any other reinsurance that may 
be specially accepted by the reinsurer 
from the company shall be covered under 
this agreement and subject to the terms 
hereof, except as such terms shall be 
modified by such acceptance. 


Article IIT. 








Liability of reinsurer: 

The actual payment by the company 
of any loss shall be a condition prece- 
dent to amy recovery under this agree- 
ment, and subject to such condition, the 


liability of the reinsurer shall follow 
that of the company in every case and 
shall be subject in all respects to all the 
general and special stipulations, clauses, 
waivers and modifications of the com- 
pany’s policy, binder, or other under- 
taking, and any endorsements thereon. 
No error or omission in reporting any 
risks reinsured or marked to be rein- 
sured shall invalidate the liability of 
the reinsurer; but the reporting of rein- 
surance not authorized by this agree- 
ment or by special acceptance hereunder 
shall not bind the reinsurer except for 
the return of premiums paid therefor. 


Article IV. 


Claims: 

The company will advise the reinsurer 
promptly of all claims and any subse- 
quent developments pertaining thereto, 
which may in its opinion develop into 
losses involving reinsurance hereunder. 
Inadvertent omission or oversight in dis- 
patching such advices shall in no way 
affect the liability of the reinsurer under 
this agreement, provided the company 
informs the reinsurer of such omission 
or oversight promptly upon its dis- 
covery. 


Payments Bind KReinsurer 


Ail payments of claims in which this 
reinsurance is involved shall be binding 
upon the reinsurer which shall be bound 
to pay or aliow, as the case may be, its 
proportion of such payments. All court 
costs and expenses, including interest 
on judgments, paid by the company, (ex- 
cluding salaries of permanent officials 
and employes of the company) connected 
with any resistance to, investigation of, 
or negotiations concerning settlement of 
such claims, shall be apportioned in pro- 
portion to the respective interests as 
finally determined. It is understood, 
however, that when so requested, the 
company will afford the reinsurer an op- 
portunity to be associated with the com- 
pany, at the expense of the reinsurer, 
in the defense or control of any claim 
or suit or proceeding involving this re- 
insurance, and the company and the re- 
insurer shall cooperate in every respect 
in the defense of such suit or claim or 
proceeding. 


Article V. 


Salvage: 

The reinsurer shall be credited with 
salvage (i. e., reimbursement obtained 
or recovery made by the company, less 
the actual cost, excluding salaries of 
permanent officials and employes of the 
company, of obtaining such reimburse- 
ment or making such recovery) as fol- 
lows: 

(a) Where reinsurance hereunder is 
on the share basis, the company will 
credit the reinsurer with its pro rata 
share of any salvage on account of 
claims and settlements involving rein- 
surance hereunder; 

(b) Where reinsurance hereunder is 
on the excess basis, salvage applying to 
risks covered under this agreement shall 
always be used to reimburse the excess 
earriers in the reverse order of their 
priority, according to their participation, 
before being used in any way to reim- 
burse the company for its primary loss. 


Monthly Reports 
Article VI. 


Reporting: 

The company shall forward to the re- 
insurer, within 21 days after the close 
of each month, on forms mutually ac- 
ceptable to the company and to the re- 
insurer the following information relat- 
ing to reinsurances covered under this 
agreement during the said month: 

(a) Report of premiums; 


(b) Statement of claims paid, and 
salvages recovered; 
(c) Account current summarizing 


premiums, claims paid and salvages re- 
covered; 

and the balance due either party, as in- 
dicated by the aforesaid account cur- 
rent, shall be remitted by the other 
within 45 days after the close of said 
month. 

Any loss chargeable to the reinsurer 
that does not exceed $1,000 shall be car- 
ried to account for monthly settlement 
as hereinbefore provided. Any loss in 
excess of $1,000 shall either be carried 
to account or remitted by the reinsurer 
to the company at the option of the 


latter, provided that the reinsurer shall 
be entitled at its option to offset the 
amount of such loss against any balance 
or balances past due. 


Reserves and Taxes 
Article VII 


Reserves and Taxes: 

The reinsurer will maintain legal re- 
serves with respect to unearned pre- 
miums and claims hereunder. The com- 
pany will furnish to the reinsurer semi- 
annually a list of outstanding claims in 
which the reinsurer is interested, show- 
ing the amount of loss reserves set up 
by the company in-respect of both the 
gross amount and the reinsurer’s share 
of each and every such claim. 

The company will be liable for all 
taxes on premiums reported to the re- 
insurer hereunder and will reimburse 
the reinsurer for such taxes where the 
reinsurer is required to pay the same. 


Article VIII. 


Contingent Commission: 

In addition to the direct commission 
provided in the exhibits attached hereto, 
the reinsurer will allow the company a 
contingent commission of -— percent of 
all the net profits, if any, accruing to 
the reinsurer on business covered under 
this agreement, and the computation of 
such net profit shall be rendered as soon 
as possible after the close of each calen- 
dar year of this agreement in accordance 
with the following formula: 

There shall be credited to net profits: 

1. The amount of premiums credited 
to the reinsurer less cancellations and 
returns during the period covered by the 
account; 

2. The amount of premiums unearned, 
if any, charged in the last preceding ac- 
count; 

3. The estimated amount of all out- 
standing losses and loss expense, if any, 
charged in the last preceding account; 

4. The amount of any salvages recov- 
ered during the period covered by the 
account. 


Charge to Net Profit 


There shall be charged to net profits: 

1. The amount of premiums unearned 
at end of period covered by the account; 

2. The amount of losses and loss ex- 
pense paid during the period covered by 
the account; 

3. The estimated amount of all out- 
standing losses and loss expense at end 
of period covered by the account (using 
reserves determined by the company 
with the approval of the reinsurer); 

4. The amount of commissions (not 
including any contingent commission) 
allowed to the company by the reinsurer 
on premiums credited hereunder during 
the period covered by the account; 

5. A sum equal to — percent of the 
premiums credited to the reinsurer, less 
cancellations and returns, during the 
period covered by the account to cover 
expenses and taxes of the reinsurer; 

6. Any special allowance made the 
company by the reinsurer during the 
period covered by the account; 

7. The loss, if any, to the reinsurer 
indicated in the last previous computa- 
tion of profit or loss hereunder. 


Cancellation of Agreement 


In the event of cancellation of this 
agreement, annual contingent commis- 
sion computations shall be continued 
until all the business hereunder shall 
have expired and all claims for which 
the reinsurer is liable shall have been 
settled. 

In the event the loss reserves used in 
any profit-sharing accounting shall have 
been underestimated, or overestimated, 
as proven by subsequent developments, 
then upon request of either party hereto 
in connection with any yearly commis- 
sion computation, a revision of such pre- 
vious accounting or accountings shall 
be made to reflect such developments, 
and a proper correction and settlement 
made. 


Article IX. 


Inspection: 

The company shall place at the disposal 
of the reinsurer at all reasonable times, 
and the reinsurer shall have the right 
to inspect, through its authorized repre- 
sentatives, all books, records and papers 
of the company in connection with any 


reinsurance hereunder or claims in con- 
nection herewith. 


Article X. 


Arbitration: 

In the event of any dispute between 
the company and the reinsurer in con- 
nection with this agreement, such dis- 
pute shall be submitted to arbitration. 

As soon as one party demands arbri- 
tration and has named an arbitrator, the 
other binds itself to name an arbitrator 
within one month and the two arbitra- 
tors shall then select an umpire. In case 
of their being unable to agree upon an 
umpire, each of them shall name three 
of whom the other declines two, and the 
decision shall be made by drawing lots. 
The umpire shall act under the said 
agreement or submission with the same 
force and effect as if he had been specifi- 
cally named therein and the decision of 
the majority of the court of arbitration 
shall be final and binding upon the con- 
tracting parties. 

Each party to this agreement shall 
submit its case to the arbitrators within 
one month after receipt of advices of 
the selection of an umpire. The arbitra- 
tors are empowered, however, to pro- 
long the terms granted herein to either 
party in which to hand in their docu- 
ments. Each party to this agreement 
shall pay the fees and expenses of its 
arbitrators unless otherwise agreed, and 
the remaining costs of the court of ar- 
bitration shall be borne as the court of 
arbitration shall direct. Arbitration 
shall take place in such place as agreed 
upon by the arbitrators, and the arbitra- 
tion laws of New York State shall gov- 
ern such arbitration. 


Commencement and Termination 


Article XI. 


Commencement and Termination: 

This agreement shall go into force at 
and from 12:01 a. m., Jan. 1, 1942, and 
shall remain in full force and effect until 
terminated as hereinafter provided. 

This agreement may be terminated by 
either party giving at least 90 days’ 
written notice by registered mail to the 
other party stating the effective date 
and time, after the mailing of such no- 
tice, on which this agreement shall be 
terminated. The reinsurer shall continue 
to participate in all business (coming 
within the terms of this agreement) go- 
ing into effect prior to the effective date 
and time of termination. 

In the event of any reinsurance here- 
under being rendered illegal by the 
operation of any law, regulation or court 
decision, such reinsurance shall be can- 
celed or reduced to comply with such 
law, regulation or decision. Any return 
premiums due the company as the result 
of such cancellation or reduction shall 
be computed on the pro rata basis. 

Should the company or the reinsurer 
reinsure its entire business with another 
company or merge with another com- 
pany, the other party shall have the 
right to terminate this agreement im- 
mediately by giving written notice by 
registered mail to the other, stating the 
effective date and time after the mail- 
ing of such notice, on which this agree- 
ment shall be terminated. 

Unless otherwise mutually agreed, this 
agreement shall remain in full force and 
effect on all business reinsured prior to 
the effective date of cancellation of this 
agreement until termination or cancella- 
tion of such business. 

In witness whereof the parties hereto 
have caused this agreement to be ex- 
ecuted this Ist day of December, 1941. 

Exhibit A: Excess Reinsurance of 
Third Party Bodily Injury Liability 
Business. 

Section 1. 

Cover: 

As respects bodily injury liability 
business of the company (except as 
hereinafter excluded), in force at and 
becoming effective at and after 12:01 
a. m., Jan. 1, 1942 (including renewals), 
the company will pay the amount of loss, 
including damages for care and loss of 
services, arising out of bodily injury to 
or death of one person in any one acci- 
dent (hereinafter called the first limit), 
and, subject to the foregoing provision 
respecting each person, the amount of 
loss, including such damages, arising out 
of bodily injury to or death of two or 
more persons in any one accident (here- 
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REINSURANCE LAWS OF SOUTH AMERICA ANALYZED 
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approval of the statutes and the remain- 
ing 30 percent in the course of the fol- 
lowing six months. The shares are 
divided into three classes, A, B, and C, 
and all the shares have equal rights as 
regards the assets in case of liquida- 
tion. 


State Owns Class A Shares 


Class A shares, for a total of 5 mil- 
lion pesos, were subscribed by the state 
and may not be sold. Class B- shares 
are entirely subscribed by national com- 
panies and may not be pledged. The 
national companies must subscribe 
shares of Class B to the extent of 5 
percent of their paid up capital and 
surplus, excluding technical and mathe- 
matical reserves. The Superintendent 
reviews the holdings of the companies 
as of June 30 each year. Class B and C 
shares may be converted by the com- 
panies in case of necessity. The Rein- 
surance Bank must sell or issue Class B 
shares to the companies which need 
them and fixes the price at the average 
of the transactions of the previous half 
year. Class C shares are subscribed by 
the public. 

The capital and reserve fund of the 
Reinsurance Bank of Chile are the guar- 
antee of its operations in addition to a 
guarantee by the state. The directorate 
of the Bank fixes annually the percent- 
age of the capital and the reserve fund 
which corresponds to each type of risk 
established in the law. The directorate 
of the Reinsurance Bank also fixes half 
yearly and, in agreement with the Super- 
intendent, the commissions which the 
Bank will pay for reinsurance. 


Provision for Direct Insurance 


The Reinsurance Bank may take direct 
insurance with the approval of its direc- 
tors and of the Superintendent if no 
company operating in Chile is prepared 
to take the risk or when such action is 
advisable in the interests of national 
insurance. In this last case the bank 
must reinsure with national companies 
and at a commission not in excess of 
five percent of the premium. In case 
the bank initiates direct operations in a 
branch of insurance which the compa- 
nies cannot or do not wish to carry, it 
will have a monopoly for five years 
unless the directorate decides otherwise. 
At the end of this period, should any 
national company desire to operate in 
that type of business, it must advise the 
bank six months in advance and pay an 
indemnity to the bank in respect of 
expenses incurred in the study of the 
business. 

The capital and reserve funds of the 
bank must be invested in accordance 
with Article 21 of Decree No. 251 of 
May 22, 1931, without the limitations 
imposed on the companies, but the per- 
centage of liquid assets must not be less 
than 25 percent. 

The Reinsurance Bank is adminis- 
tered by a directorate of seven members 
of Chilean nationality, of which three 
are managers elected by the companies 
and three are persons appointed by the 
president of the Republic. The directors 
are elected for three years and the presi- 
dent must be one of the representatives 
of the companis. The managing director 
is appointed by the president of the 
republic on the proposal of the directors. 


Two Groups of Insurers 


Direct insurance companies are divided 
into two groups. The first group com- 
prises such institutions as cover fire, 
marine, land, and transport risks. The 
second group comprises life insurance 
and annuity companies. No new com- 
pany can be formed which covers risks 
in both of the groups mentioned. 

A company must have a capital of not 
less than 500,000 pesos for each group 
of risks written. 

Every company must establish and 
accumulate a surplus fund equal to at 


least one-half its paid in capital by 
installments of at least 10 percent of its 
annual net profits. 

In addition to the aforegoing reserves, 
the companies of the first group must 
also set up an unearned premium reserve 
for current risks at an amount fixed by 
the superintendent and the companies of 
the second group must set up a premium 
reserve to guarantee the fulfillment of 
their obligations. No allowance is made 
in calculating reserves for reinsurance 
placed abroad on contracts effected in 
Chile. Reserves for companies of the 
first group are fixed as follows: 


Fire Insurance Requirement 


(a) Fire insurance, 40 percent of the 
unearned premium net of reinsurance. 

(b) Coastal marine insurance, pre- 
miums for the last month of the period 
net of reinsurance. 

(c) Foreign marine business, pre- 
miums written during the last two 
months of the period net of reinsurance. 

(d) Hulls, 40 percent of the unearned 
premium net of reinsurance. 

(e) Land transport, premiums written 
during the last seven days of the period 
net of reinsurance. 

(f) Effects in transit, the unearned 
premiums at the date of the balance 
sheet. 

(g) Guarantee insurance, 50 percent 
of the unearned premiums during the 
year plus 15 percent of the unearned 
premiums net of reinsurance of the pre- 
vious year. 

(h) Other risks of the first group and 
workman’s accident insurance, 40 per- 
cent of the unearned premium net of 
reinsurance. 

All reserves and surplus must be in- 
vested in Chile unless consent of the 
superintendent is secured. 


Quarterly Fiscal Taxes 


The insurance companies, including 
the Reinsurance Bank of Chile, are 
called upon to pay quarterly fiscal taxes. 
Companies in the first group pay 4 per- 
cent on the net premiums and in the 
second group 10 percent of the first an- 
nual premium. Foreign companies al- 
ready established pay these taxes at the 
rate of 6 percent, if in the first group, 
and 15 percent when in the second 
group. Institutions of a mutual charac- 
ter operating with the authorization of 
the president of the republic and without 
profits are free from these taxes. Fire 
insurance companies pay 134 percent 
half yearly at the net premium for the 
maintenance of the fire brigade. This 
tax is paid in to the fiscal treasury and 
then paid by the superintendent of insur- 
ance to the various fire brigades of the 
republic, in accordance with the impor- 
tance and necessity of each brigade. In 
calculating these taxes, no deduction is 
allowed for reinsurance placed abroad. 

All insurance must be placed locally. 
In no case may insurance be placed 
abroad without first obtaining the 
authorization of the superintendent. Vio- 
lation of this law will result in a spe- 
cial tax at a rate fixed annually by the 
President from 25 percent to 60 percent 
of the premium payable on such a risk 
in the Chilean market. Permission to 
insure abroad can sometimes be obtained 
from the superintendent if no Chilean 
company will accept the cover and he 
will waive the payment of the special 
tax. 

Policies, receipts and other documents 
exchanged between companies in con- 
nection with reinsurance operations do 
not carry tax stamps except those cor- 
responding to receipts for money. 


Fines for Delay 


There are fines for delay in payment 
of taxes and penalties for other viola- 
tions of the law. For example, violation 


of the law prohibiting national compa- 
nies to place reinsurance except with 
other national companies may result in 


a fine equal to 10 times the amount of 
the ceded premium for the first offense 
and suspension of operations for the sec- 
ond offense. The statutory scale of pen- 
alties for violation of the laws and 
regulations is as follows: 

1. Reprimand. 

2. A fine of 50 to 5,000 pesos. 

3. Suspension of the administration 
up to three months. 

4. Suspension of all or certain opera- 
tions up to six months. 

5. Cancellation of the authority to 
operate, decreed by the president of the 
republic. 

The scale of penalties for violation of 
the laws and regulations by agents and 
brokers is: 

1. Reprimand. 

2. Fine between 50 and 500 pesos. 

3. Suspension of license up to six 
months. 

4. Cancellation of authorization to 
operate. The interested party may not 
be proposed as an intermediary until a 
year after cancellation. 





Observations on 
Chilean Conditions 





Under the supervision of the Caja, all 
reinsurance by national companies must 
be placed within Chile. Covers or ex- 
cesses not taken by national companies 
must be placed with the Caja. The Caja 
will give to foreign companies only such 
retrocessions as cannot be placed in 
Chile. The national companies are not 
permitted to reinsure with foreign com- 
panies. 

Foreign companies doing business in 
Chile prior to 1927 were permitted to 
remain and were exempted from the 
provisions of the 1927 law, as amended, 


in so far as said law required all rein- 
surance to be placed with the bank. By 
agreement these foreign companies give 
20 percent of their direct insurance to 
the bank, and they are permitted to rein- 
sure the balance abroad. This is gener- 
ally done through the head office of the 
company. 

Reinsurance contracts for the pro- 
fessional reinsurer are limited to retro- 
cessions that the bank cannot place in 
Chile. Retrocessions of the Caja abroad 
have been placed with 20 companies. 
None of these does a direct business in 
Chile. 

Good Progress Shown 


The accounts of the Reinsurance In- 
stitute of Chile for 1940 show good 
progress in classes other than life; gross 
premiums rose by 10,523,000 pesos (39.7 
percent) to 37,006,000 pesos. Owing to 
transitory causes the ratio of retroces- 
sions has been raised from 73 percent 
to 81 percent, which gives a reduction 
of 1,829,000 pesos (20.8 percent) in net 
premiums, to 6,946,000 pesos; of this 
25 percent was fire; 20 percent marine, 
and 55 percent accident, which is mainly 
automobile (28 percent). 

The net account has been profitable 
in all of the last five years, except 1939; 
the five years 1936-1940 in consolidation 
have given an underwriting profit of 
11.7 percent, on claims 52.3 percent, costs 
30.6 percent. The profit of 1940 was 
only slightly less at 10.1 percent (claims 
59.6 percent; costs 30.3 percent) and in 
1939 there was a deficit of 1.2 percent, 
on claims 57.6 percent, costs 43.6 per- 
cent. The reason for this exceptional 
increase in commissions was not stated 
in the 1939 report. 

The 1940 fire account shows an ad- 
verse claims experience; the ratio of 
claims paid and outstanding going up to 
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83.9 percent against 65.4 percent in 1939 
and 45.65 percent in 1938. This increase, 
however, is purely formal, relating to 
the exceptional reduction in premium 
income which has taken place. Adjust- 
ing to a 40 percent premium reserve, 
the claims ratio becomes 33.6 percent 
against 45.2 percent in 1939, which with 
costs 3.1 percent less at 62 percent gives 
an underwriting profit of 4.4 percent 
against 10.3 percent in 1939. Since the 
earthquake of Jan. 24, 1939, the earth- 
quake risk has been removed from the 
general reinsurance pool and has been 
ceded by the Caja to its reinsurers under 
a special reinsurance arrangement, thus 
relieving the net account of this hazard. 


Fire Retrocessions Recast 


As from the beginning of 1940 the 
Caja rearranged its fire retrocessions, 
the home retrocessionaires dropping out 
and the foreign retrocessionaires in- 
creasing their share from 13 to 20 lines. 
In addition, it also retrocedes all the 20 
lines of the second excess. The business 
does not appear to have been outstand- 
ingly successful in recent years, owing 
to a heavy deficit in 1938. First surplus 
retrocessionaires in the five years 1935- 
39 had a total premium income of 
32,352,395 pesos with claims paid and 
outstanding of 55.05 percent, commission 
37.9 percent, giving a balance of 7.05 
percent, subject to a debit for premium 
reserve adjustment and expenses. How 
much exactly that would be cannot be 
ascertained but it is unlikely that there 
was much profit over the five years, 
chiefly because the year 1938 gave a 
deficit of 52.5 percent subject to ex- 
penses and premium reserve adjustment 
(claims 115 percent, commissions 37.5 
percent, the ratio to which it was re- 
duced from 40 percent in 1935). The 
second-surplus retrocessionaires have for 
obvious reasons fared less well, their 
five years’ account of 1935-39 giving a 
premium income of 8,008,850 pesos and 
producing a deficit of 3.3 percent, on 
33.3 percent commissions and 70 percent 
claims, subject again to debits for pre- 
mium reserve adjustments and costs. 

he marine department is under 
strong development, partly no doubt 
under the influence of war conditions. 
There was an increase in gross pre- 
miums of 4,212,500 pesos (83.4 percent) 
to 9,262,000 pesos, but most of the in- 
crease was passed on in additional retro- 
cessions, the net account showing an 
increase of only 148,000 pesos (11.8 per- 
cent) to 1,402,000 pesos. The account 
was highly profitable, an underwriting 
profit of 44 percent being returned 
against 49.3 percent in 1939, on claims 
65.4 percent, costs cr. 9.4 percent against 
in 1939, claims 39.3 percent, costs 11.4 
percent. An increase of 26.1 percent in 
claims has thus been nearly offset by a 
reduction of 20.8 percent in net costs, 
this being caused by an increased reve- 
nue from retrocession commissions. The 
Caja is covered by a first-surplus treaty 
for 35 lines (cargo 17%) and a second- 
surplus treaty, the latter being held 
exclusively by Commercial Union. Sub- 
stantial service is being afforded by the 
Caja in reinsuring smaller craft on which 
it may cede 20 lines but not more than 
500,000 pesos on any one risk. This 
service has been most useful in the 
development of Chilean shipping. 


Accident Classes 


The various accident classes gave 
profits in 1940, except livestock and 
motor; the latter gave a loss of 5.8 per- 
cent against a loss of 4.7 percent in 
1939. The life account continues to 
show development, there being an in- 
crease of 792,000: pesos (8.3 percent) in 
premium income in 1940 to 10,329,000 
pesos. The account was closed with a 
profit of 6.4 percent against 11.3 percent 
in 1939. An increasing amount of under- 
average business is accruing to the Caja 
but most of that is retroceded to EI 
Fenix Sudamericano. 

In the aggregate, there was a profit 
of 2,776,000 pesos against 2,239,000 pesos 
in 1939. The dividend to Class A and B 
shareholders has been raised to 8 per- 
cent against 6 percent in 1939, that of 


Class C shareholders is kept at 8 per- 
cent. There is also a bonus of 300,000 
pesos to shareholder companies against 
only 2,212 pesos in 1939. Dividends and 
bonus take in all 1,761,772 pesos, an 
increase of 537,000 pesos over 1939. 





ARGENTINA 





Insurance in Argentina is under the 
supervision of the Superintendency of 
Insurance created by Decree No. 108.295 
of June 21, 1937. Since its formation, 
numerous new rules, decrees and regula- 
tions have been issued. With the advent 


of the superintendency a wide Argen- 
tinian insurance market has been sub- 
jected to regulation. After the unsat- 
isfactory experience from 1932 to 1934, 
the regulation was well received. The 
laws are not unduly harsh to foreign 
companies that wish to qualify and do 
business in Argentina, Many of the for- 
eign companies which qualify are en- 
gaged in reinsurance as well as direct 
insurance, 

United States reinsurance companies 
that do not qualify to do business in 
Argentina are not obliged to comply 
with the Argentinian laws on insurance, 
but such foreign companies as qualify 
in Argentina must observe the applica- 


ble laws. Article 38 of the regulatory 
decree No. 23.350 of Feb. 6, 1939 spe- 
cifically provides that reinsurance and 
retrocessions are subject to it and to 
Article 102 of the regulatory decree No. 
11672 (1938). Article 38 of the regula- 
tory decree No. 23.350 of Feb. 6, 1939 
provides: 

When reference is made in this de- 
cree to companies or insurance opera- 
tions, it is to be understood that this 
includes reinsurances, co-insurances, re- 
trocessions, etc... . and any other form 
or method of insurance activity. 

Article 517 of the Argentine code of 
commerce permits insurers to reinsure. 
Article 528 of the code of commerce re- 
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quires foreign insurance companies to 
ecure permission of the executive be- 
tore establishing a branch or agency in 
\rgentina. Today, this in effect means 
that they must comply with such re- 
quirements as are laid down by the su- 
perintendency. 

Foreign insurance companies may 
qualify to do business in Argentina. Ar- 
ticle 2 of Decree No. 23.350 of Feb. 6, 
1939 requires that the charter, by-laws, 
amount of capital, reports, reserves and 
other points of information be submitted 
to the superintendency for approval. An 
insurance undertakings bill introduced in 
the senate in 1941 requires home and 
foreign reinsurance companies operating 
in Argentina to have a capital of not 
less than 1,000,000 paper pesos. (1 Ar- 
gentine peso = $0.2380; 1,000,000 = 
$238,000.) 

\ deposit is required. Foreign com- 
panies underwriting fire risks must de- 
posit 360,000 paper pesos in Argentine 
government national bonds in either the 
Caja de Conversion or the Banco de la 
Nacion Argentina. A deposit of 120,000 
paper pesos is required of foreign com- 
panies for each additional branch of risk. 
In addition, the minimum capital of a 
foreign company cannot be smaller than 
that required of a national company. 


Cite Investment Regulations 


Investments of foreign insurance com- 
panies must be made in accordance with 
Article 15 of Decree No. 23.350 of Feb. 
6, 1939, and such investments must be 
permanently maintained in Argentina. 
The superintendency determines the 
minimum amount to be invested in gov- 
ernment bonds, in proportion with the 
obligations in force. The proportion 
thus fixed by the superintendency must 
be deposited in the Banco de la Nacion 
or in some other bank stockholder of 
the Banco Central of the Argentine Re- 
public in a special account to the joint 
order of the company and the super- 
intendency. The superintendency has 
laid down rules for valuing investments 
and requires the maintenance of a re- 
serve for the fluctuation thereof. 

Premium reserves, unearned premium 
reserves and reinsurance regulations are 
determined by the superintendency. The 
superintendency issued Resolution No. 
124 of Sept. 23, 1940, laying down the 
reserve requirements for current risks 
and reinsurances. The following re- 
serves must be maintained for the par- 
ticular current risks: 

(1) 40 percent of the unearned annual 
‘premiums net of reinsurance and can- 
cellation for fire risks; 

(2) the total amount of premiums net 
of reinsurance and cancellations written 
in the last two months of the year for 
maritime risks; 

(3) in addition to the 40 percent re- 
serve of unearned annual premiums, an 
additional reserve of 15 percent of the 
average net premiums of the last three 
years for fidelity and guaranty risks. 

In the event such reserves are insufh- 
cient, the superintendency may provide 
for the proper coverage. 

Under Argentine insurance laws, com- 
panies resnauring life business abroad 
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must retain in Argentine the life premi- 
ums covering the reinsured business and 
must take those premiums into consid- 
eration in computing the amount of the 
deposit with the authorities. By way 
of compensation they may exclude life 
funds retained abroad by companies 
from which they have accepted life re- 
insurances. The question has arisen 
whether the same rule applies in respect 
of reinsurance with Argentinian reinsur- 
ance companies. The authorities have 
now laid down the rule that home re- 
insurance companies rank as insurance 
companies for the purpose of the deposit 
legislation, They are therefore only re- 
quired to deposit in national securities, 
according to seetion 141 of the insurance 
act, a sum equal to 10 percent of the 
net life funds, plus funds retained on 
behalf of retrocessionaires, less funds 
retained by ceding offices. It follows 
that the Argentine ceding offices must 
themselves put up the deposit on the 
funds they retain on behalf of native 
reinsurance companies. 

The insurance undertakings bill intro- 
duced in the senate in 1941 requires all 
companies to set up supplementary re- 
serves equal to 10 percent of the un- 
earned premium reserves and for life 
companies 5 percent of the difference 
between the sum insured on death and 
the corresponding life reserve. 

Reinsurance contracts made with com- 
panies outside the country must contain 
a clause to the effect that in the event 
of nontulfillment, economic or financial 
difficulties affecting the reinsurer, war, 
invasion, civil war, rebellion, sedition, 
etc,... the assuming company will re- 
turn unearned premiums. The ceding 
company must also have the right to 
keep the reserves under its control until 
the fulfillment of the assuming compa- 
nies’ obligations. 


Attacks Constitutionality 


Dr. F. Carpena, in an article entitled 
“Regimen Legal de las Reservas de las 
Companias de Seguros” has attacked the 
constitutionality of regulation of re- 
serves by the superintendency of insur- 
ance on the ground that this was a 
legislative function, but the courts have 
not as yet adopted his viewpoint. 

The  superintendency of insurance 
must approve the tables of limits and 
number of lines to be ceded. The re- 
serve corresponding to _ reinsurance 
transferred abroad must be retained by 
the foreign branch or agency. In this 
connection, Article 1, subdivision C of 
Decree No. 67185 of July 19, 1940 pro- 
vides: 

The reserve corresponding to the re- 
insurances ceded abroad will be re- 
tained by the branch or agency. The 
applicable reinsurance limits must be 
submitted for the approval of the su- 
perintendency. 

The branches or agencies of foreign 
insurance companies must make a full 
accounting of all operations. No trans- 
fers of premiums nor of other accounts 
can be made to the home office. The 
transfer to the principal office of the 
company of the profit or loss can, how- 
ever, be made at the end of the fiscal 
year. Foreign companies must keep 
within the country the accounting for 
its local operations. 


New Branches Suspended 


New branches or agencies of foreign 
insurance companies desiring to operate 
in Argentina were suspended for one 
year by Decree No. 67185 of July 19, 
1940, This period has been indefinitely 
extended as to foreign life companies by 
Decree of Aug. 21, 1941. 

Article 18 of Decree No. 23.350 of 
Feb. 6, 1939, requires quarterly reports 
to be made within 30 days at the end 
of the period to the superintendency. 
An annual statement must be submitted 
within 180 days of the close of the fiscal 
year. This statement is to be confined 
to operations within the country. 

Article 27 of Decree No. 23.350 of 
Feb. 6, 1939, providing for the annual 
contributions for the support of the su- 
perintendency was amended by Decree 
No, 55.128 of Feb. 14, 1940 reducing the 
contribution to m$m 300. 

Article 29 of Decree No. 23.350 of 


Feb. 6, 1939, dealing with assessment 
rates was amended by Decree No. 30.194 
of May 15, 1939 so that it now stands at 
4 per thousand of premiums or net 
shares earned and corresponding to di- 
rect insurances. The assessment is paid 
quarterly. 


Consultative Council 


The consultative council of the su- 
perintendency of insurance (El Consejo 
Consultivo de la Superintendencia de 
Seguros) consists of five counsellors, one 
of them chosen by the foreign compa- 
nies. The council’s functions are to ad- 
vise on laws, rules and regulations af- 
fecting insurance companies. 

Foreign insurance companies operat- 
ing in the country are exempted from 
payment of the consular fee for authenti- 
cation of documents which they are 
obliged to prepare for submission to the 
superintendency of insurance. 

Reinsurance companies qualified to 
operate in Argentina must be registered 
with the superintendency. 

Point 4 of Decree No. 11.424 of Sept. 
24, 1938 provides that foreign and na- 
tional companies engaged in insurance 
or reinsurance for their own account or 
for third parties are subject to the reg- 
ulatory decree. This provision is found 
in Article 3 of Decree No. 108.295. This 
regulation contains other provisions also 
applicable to foreign companies, 


Tax Rate Is Set Forth 


A tax is levied on all premiums paid 
at the rate of 1.4 percent against pre- 
miums paid to domestic companies and 
at the rate of 7 percent against premi- 
ums paid to foreign companies. In case 
of life insurance, these rates are 1 per- 
cent and 2 percent, respectively. In ad- 
dition, there is a stamp tax on all pol- 
icies regardless of source. There is a 
registration tax of 1% percent of the 
capital of the company. Section 52 of 
Law No. 11288 requires foreign insur- 
ance companies to pay from 3,000 to 
6,000 paper pesos a year if underwriting 
one class of insurance. For each addi- 
tional class of msurance or reinsurance, 
another 50 percent on the amount al- 
ready assessed must be paid. 

In accordance with Article 19 of De- 
cree No. 108.295 foreign companies in 
their statements can show only reserves 
for business within Argentina. 

Of interest is the proposed revision of 
insurance law submitted by Senator 
Carlos Serrey to the Argentine Con- 
gress. The proposed revision has not 
yet been adopted. Laws and regulations 
affecting reinsurance are excluded from 
this revision on the theory that it 
should be the subject of special legisla- 
tion. Article 33 of the proposed revi- 
sion provides the insurer may reinsure 
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at any rate be it higher or lower and on 
different terms if he so wishes. Both 
Argentine and foreign companies doing 
a direct business in Argentine would be 
obliged to maintain a capital within the 
country at the following levels. 

a) 500,000 pesos for life insurance 
companies; 

b) 200,000 pesos for agricultural in- 
surance companies; 

c) 200,000 pesos for operating in one 
of the following fields and 100,000 pesos 
for operating in the others: fire, trans- 
port by land, sea or air; accidents; cat- 
tle; workmen’s compensation; 

d) 1,000,000 pesos for reinsurance 
companies, 

As in existing laws, the proposed re- 
vision requires a supplementary reserve. 
National and foreign companies would 
also be obliged thereby to invest, within 
Argentina, reserves covering Argentine 
business in certain prescribed invest- 
ments. Reserves for current risks would 
be 40 percent of annual premiums net of 
reinsurance and cancellations. Article 
29 would require the ceding company to 
retain all reserves for ceded reinsurance. 
It also provides that reinsurance com- 
panies assuming business from compa- 
nies outside of Argentina may leave the 
reserves for such business with the ced- 
ing company. 





Reinsurance Market in 


Argentina Expanding 





There is an expanding reinsurance 
market in Argentina. Reinsurance is not 
compulsory, and the laws are not harsh 
on foreign reinsurers. True, the re- 
serves must be left with Argentina, but 
there is no requirement that all reinsur- 
ance be offered first to Argentine com- 
panies. 

Foreign insurance companies must no- 
tify the government of any insurance 
coverage placed abroad for which the 
premiums are paid in Argentina. Such 
a cover has also been held subject to 
tax. 

Investments of foreign companies 
amount to 42,768,000 Argentine pesos. 
British companies have a commanding 
lead with 88.5 percent of this amount 
or 37,881,000 pesos. French companies 
are second with 1,594,000 pesos (3.7 
percent) and United States companies 
are third with 1,432,000 pesos. 


Forty-three Foreign Companies 


In 1940, of the 205 companies operat- 
ing in Argentina 4/5 were home com- 
panies and the 43 foreign companies 
included 26 British. Approximately one- 
fourth of gross premiums other than 
life were reinsured. In the life field 
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only one-eighth of gross premiums ap- 
peared to be reinsured. 

Argentina has two Argentinian pro- 
fessional reinsurance companies. The 
Coarfire and El] Fenix Sudamericano. 


only the provisions of the commercial 


law. 





URUGUAY 





BOLIVIA AND PARAGUAY 





Bolivia has no laws or regulations 
directly affecting reinsurance companies. 
However, all foreign insurance compa- 
nies wishing to set up a branch office 
or agency must, under Article 1 of the 
law of Sept. 27, 1904, have a capital of 
not less than 100,000 Bolivianos. (1 Bo- 

yiano = $0.02; 100,000 Bolivianos = 
$2,000.) Forty percent of the premiums 
received from Bolivian risks must be in- 
vested in the country in real estate, Bo- 
he an mortgage bonds, or shares in pri- 

ate enterprises, and be av ailable for the 
ful fillment of the company’s obligations. 

Foreign companies operating in Bo- 
livia are bound by the law of Nov. 13, 
1886 and the law of Dec. 12, 1894, to 
appoint a representative with power to 
settle all matters within Bolivia. 

Contracts of insurance not complying 
with the laws of Bolivia are null and 
void. 





Net Profit Tax Is 8 Percent 


Article 60 imposes an 8 percent tax on 
net profits earned in Bolivia on foreign 
insurance companies. The net profits 
determined by deducting from the 
gross income, salaries, reinsurances 
agency commissions and _ losses paid. 
Also subject to the 8 percent tax is all 
income obtained from persons or com- 
panies in Bolivia by insurance compa- 
nies which have neither offices nor agen- 
cies within Bolivia, but effect the 
insurance outside of Bolivia. 

There are no particular laws govern- 
ing reinsurance in Paraguay. There is 
a law concerning insurance companies, 
and its essential provision requires that 
such companies must make deposit in 
a bank a sum as a guarantee of their 
operations. Apart from this, there are 


are 


Under the Law of Dec. 27, 1911, as 
amended by the law of July 19, 1926, 
the writing of insurance was declared a 
state monopoly. The executive power 
was authorized to provide by decree the 
date on which the monopoly in each 
line of insurance should become effec- 
tive. After such date no company may 
write insurance in monopolized fields. 
Despite the broad wording of the law 
so far fire, life and workmen’s compen- 
sation have been decreed subjects of 
monopoly. The establishment of new 
companies in such branches of insurance 
is prohibited. The State Insurance 
Bank (Banco de Seguros del Estado) 
has charge of the monopoly. 

By decree of Aug. 30, 1926, the Na- 
tional Administrative Council (El Con- 
sejo Nacional de Administracién) de- 
creed that the following branches 
should be reserved exclusively for the 
State Insurance Bank: risks on plate 
glass, risks on death of animals, liabil- 
ity insurance against injuries to others, 
hail storm risks, agricultural risks, risks 
on payment of rentals and tumult risks. 


Rates and Commissions 


The State Insurance Bank has the 
power to effect reinsurance, and since 
the most important fields of insurance 
are within its monopoly, reinsurance 
is obtained mostly from State Insurance 
Bank. Although there are no laws -re- 
stricting reinsurance, the rates and 
commissions are partially controlled by 
the State Insurance Bank. 

The law of October, 1931, effective 
Jan. 16, 1932, regulates foreign insur- 
ance companies and subjects them to 
the control of the National Administra- 
tive Council. Under section 1, all com- 
panies and their agents are subject to 
state control. They must deposit with 
the director of public debts (la Di- 


reccion de Credit Publico) 100,000 pesos 
for each class of business transacted, in 
guarantee of the fulfillment of their ob- 
ligations. (1 Uruguayan peso = $0.5350 
(controlled rate). 100,000 pesos = $53,- 
500.) The deposit must be in national 
debt bonds or other securities guaran- 
teed by the state. Foreign insurance 
companies operating in the country must 
keep separate accounts of the business 
transactions there. 

Foreign companies must invest in the 
country securities equal to the value of 
their liabilities. In the case of life 
companies, these liabilities are the pre- 
mium reserves calculated on a basis not 
lower than that used in the home coun- 
try and with the approval of the General 
Inspection Bureau of Banks and Joint 
Stock Companies (Inspecci6n General 
de Bancos y de Sociedades Anonimas). 


Marine Companies Liabilities 





In the case of marine companies, these 
liabilities are the premium income of 
the last quarter, but not less than 25 
percent of the premium income of the 
year. 

In the case of other companies, these 
liabilities are the unearned premium re 
serve. 

The State Insurance Bank began op- 
erations with a capital of 3,000,000 pesos. 
Violations of the monopoly subjects the 
violator to a fine from 100 to 1,000 pesos 
or a term of imprisonment. The con- 
tract made in violation of such law is 
also null and void. 

The State Insurance Bank is respon- 
sible for a large increase in direct pre- 
miums in the last seven years. In 1939 
there was a total premium income for 
all companies including the bank of 2,- 
245,021 pesos against 1,491,167 pesos in 
1935. There are, in addition to the bank 
14 foreign companies and none are United 
States companies. Ten companies are 
British and had 25.5 percent (573,460 
pesos) of the 1939 business, compared 
to 65.8 percent for the state bank (1,- 
478,828 pesos). Argentine companies of 
which there are two, had 4.5 percent 
of the 1939 business, while one French 
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and one German company shared the re- 
maining 4.2 percent at a ratio of 2 to 1. 

On March 28, 1941, a new proposed 
law was submitted to the general leg- 
islative assembly by the executive power 
through its department of hacienda, but 
as yet it has not become law. The pro- 
posed law is a modification of several 
earlier proposals. All have been sub- 
initted with the view of keeping capital 
and reserves within Uruguay and re- 
quiring them to be invested in govern- 
ment bonds. The proposed law would 
not, however, apply to reinsurance op- 
erations. Article 43 of said proposed 
law provides: 

This law does not apply to reinsur- 
ance operations nor to companies deal- 
ing exclusively in this field. 

Some of the salient features of the 
proposed law are detailed here because 
of their possible indirect effect. 


Deposit Requirements 


Under the proposed law, direct com- 
panies, both local and foreign, must de- 
posit 50,000.00 pesos as a guarantee if 
in life or fire business; 30,000.00 if in 
marine and 50 percent for each additional 
branch, 

Companies would be required to keep 
within the country property equal in 
value to their liabilities in Uruguay. 
Certain reserves are required. Life 
companies must base their reserves on 
premium reserves. Reserves other than 
maritime must be calculated on premi- 
ums in force, 

Article 9 of said proposed law pro- 
vides that insurance contracts will be 
considered as effected in Uruguay when 
the policies refer to persons domiciled 
there or to property situated in the 
country, even though the contract was 
written abroad. This would not apply, 
however, if the contract was to. be set- 
tled abroad. 


Depriving Uruguay of Jurisdiction 
Article 28 of said proposed law pro- 


vides that any clause is void in con- 
tracts on risks within the country which 
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attempts to deprive Uruguay of juris- 
diction in such cases. 





VENEZUELA 





By law all insurance in Venezuela is 
under the control of the federal execu- 
tive. The supervision is through the 
ministry of the interior (Ministerio de 
Fomento). 

Little control has to date been exer- 
cised by the ministry over reinsurance. 
The insurance legislation in Venezuela 
deals mostly with direct insurance, the 
investment of capital and handling of 
reserves. Article 363 of the commercial 
code provides: 

Insurance companies established 
abroad, in order to do business in Ven- 
ezuela, are required to possess within 
the country immovable property free of 
all encumbrance, the value of which 
shall be fixed in every case by the Fed- 
eral Executive, heeding the importance 
of the company and the business that 
may be realized. This value must not 
be less than Bs 600,000 for life insurance 
companies and not less than Bs 200,000 
for other companies, and may be as 
much as 25 percent of the amount in- 
sured by the company within the coun- 
try. 

Foreign insurance companies doing a 
fire or casualty business are required to 
deposit 200,000 Bolivars. (1 Venezuelan 
Bolivar = $0.285; 200,000 Bolivars = 
$57,000.) as a deposit in the State of 
Venezuela but this requirement does not 
apply to foreign reinsurance companies 
not qualifying to do business in Venezu- 
ela. Direct companies likewise must 
maintain a reserve of at least 40 percent 
of the value of the gross premiums re- 
ceived during the year. These reserves 
must be invested within the country. 
No deduction may be taken from these 
reserve requirements for reinsurance 
whether placed locally or with foreign 
companies abroad. Article 19 of the 
law of July 15, 1938, law on inspection 
and supervision of insurance undertak- 
ings (Ley Sobre Inspeccion v. Vigilancia 
dé las Empresas de Seguros) provides: 


No Reinsurance Deduction 


No deduction will be allowed in the 
calculation of the mathematical reserve 
nor in the reserve for current risks for 
reinsurance either at home or abroad. 
The initial deposit referred to in Arti- 
cle 5 of this law may be included in 
computing the mathematical reserves or 
the reserves for current risks required 
by this law. 

The requirements that insurance com- 
panies make their contracts subject to 
Venezuelan jurisdiction or to a jurisdic- 
tion having laws similar thereto, that 
the contracts be in Castillian and have 
been previously approved by the minis- 
try do not seem to extend to the United 
States reinsurance companies not quali- 
fying to do business in Venezuela. 

Article 30 of law of July 15, 1938 pe- 
nalizes brokers writing contracts for 
companies that have not fully complied 
with the legal requirements affecting in- 


surance companies but reinsurance op- 
erations are expressly exempted from 
this penal section. Article 30 provides: 

Agents, brokers, correspondents, or 
any other person who has made con- 
tracts in the name of an insurance com- 
pany which has not complied with the 
requirements of the code of commerce 
and of this law are subject to a fine from 
1,000 to 10,000 bolivars and proportional 
imprisonment to be imposed by the min- 
istry of development at the request of 
one of the insurance attorney-generals 
with right of appeal to the federal court 
and to the court of cassation. This ap- 
peal may be had at the term and place, 
together with the posting of security 
bond, as provided for in the preceding 
articles. 

Reinsurance operations effected by 
organizations established in this country 
with foreign companies are exempt from 
the provisions of this article. 


Remarks on Practical Operations 


There are only two large local com- 
panies in Venezuela. Some foreign 
companies have qualified and do a rein- 
surance business in addition to a direct 
business. The restrictions on a profes- 
sional reinsurer are few and the busi- 
ness for United States reinsurers is only 
limited by the small market for reinsur- 
ance. 

Foreign companies which have quali- 
fied effect their reinsurance through 
their home office. 





COLOMBIA 





Reinsurance by United States com- 
panies has found few obstacles in Co- 
lombia other than that of competition. 
Much of the reinsurance is by foreign 
companies also doing a direct business, 
but there is also a market for the pro- 
fessional reinsurer. 

The basic law of Colombia is law No. 
105 of Nov. 15, 1927, as modified by 
No. 1403 of July 18, 1940. Other laws 
affecting reinsurance are found in the 
commercial code, decrees, resolutions 
and special laws. 

Reinsurance in Colombia is subject 


‘to the supervision of the government as 


exercised through the superintendent of 
banking (Superintendente Bancario). 

Article 7 of Decree No. 1403 of July 
18, 1940 provides: 

The insurance industry shall only be 
operated by those national or foreign 
companies duly authorized therefor, in 
accordance with the law by the super- 
intendent of banking. 


Reinsurance Provisions 


Article 647 of the commercial code 
provides that the insurer may reinsyre 
the same things which he has insured. 
Article 647 reads: 

The insurer may reinsure on terms 
more or less favorable the same things 
which he has insured. 

Reinsurance does not extinguish the 
obligations of the insurer nor does it 


confer on the insured any direct action 
against the reinsurer. 

The insurer and the insured can not 
effect a reinsurance but the insured may 
insure the cost of the insurance and the 
risk of insolvency of the insurer. 

Decree No. 1403 of July 18, 1940 re- 
quires foreign companies in Colombia 
to invest in the country capital equal to 
that required of national companies 
which is life 150,000 pesos; transport 
200,000 pesos; fire 200,000 pesos; motor 
and aviation 100,000 pesos; personal ac- 
cident and sickness 100,000 pesos, and 
any other branch 50,000 pesos. Article 
3 of Decree No. 1403 of July 18, 1940 
provides: 

No foreign company will be permitted 
to operate in Colombia if it does not 
assign to and invest in the country for 
this purpose a capital at least equal to 
that required under Article 1 of this 
decree. 


New Element Introduced 


Decree No. 1403 of July 18, 1940 in- 
troduced a new element when it required 
all foreign companies to have a capital 
invested in Colombia. The new law did 
not eliminate the guarantee deposits re- 
quired under the Law No. 105 of 1927. 
Under Article 9 of Law No. 105 of Nov. 
15, 1927, initial deposits are required of 
all companies, national or foreign, to 
care for the claims of holders of policies 
for which a company shall become re- 
sponsible and that have not been cov- 
ered in another form. According to the 
executive resolution 39 of June 14, 1930, 
this requirement also applies to compa- 
nies writing reinsurance. In the pream- 
ble to this resolution, it is pointed out 
that Article 9 of the insurance law spec- 
ifies that “all companies, national or for- 
sign, transacting an insurance business 
in Colombia shall be obliged to deposit 
securities.” This provision is construed 
to include companies not writing direct 
insurance but entering into reinsurance 
contracts with other companies. A 
United States company writing only re- 
insurance and not qualifying is not 
obliged to place such a deposit. 

Article 9 provides as follows: 

All companies, national or foreign, 
transacting insurance business in Co- 
lombia shall be obliged to deposit secu- 
rities hereinafter mentioned in order to 
care for the claims of holders of policies 
for which the company shall become re- 
sponsible and that have not been cov- 
ered in another form. Said security shall 
consist of bonds or documents, appraised 
according to their commercial value 
and deposited jointly in the name of the 
company and of the superintendent of 
banking in the Bank of the Republic gr 
in another national or foreign bank or 
trust company acceptable to the super- 
intendent of banking for that purpose. 

Article 12 provides as follows: 


Deposit Requirements 


The amount of securities which shall 
be deposited in accordance with this law 
shall be as follows: 

a) For life insurance or annuities— 
100,000 pesos. 

b) For fire and transportation insur- 


ance when the annual premiums are 
more than 10,000 but less than 50,000— 
50,000 pesos. When the annual premi- 
ums exceed 50,000—100,000 pesos. 

c) For accident insurance—25, 000 pe- 
sos. For other classes of insurance— 
25.000 pesos. 

Companies operating in distinct 
branches of insurance shall give securi- 
ties corresponding to each kind. 

(All amounts given in Colombia pe- 
sos. One Colombian peso at officiai 
rate = $0.585—100,000 pesos = $58,500.) 

Article 51 of Law No. 57 of May 5, 
1931 provides: 

Any national or foreign company do- 
ing insurance business in Colombia, shall 
be obligated to deposit the securities 
referred to in Article 12 of Law 105 of 
1927, to take care of claims by holders 
of policies for which the company is 
responsible, and which have not been 
covered in any other form. The said se- 
curities shall consist in certificates or 
securities enumerated in Paragraph 1 of 
the preceding article, estimated on their 
commercial value and deposited jointly, 
in the name of the company and the su- 
perintendent of banks, in the Banco de 
la Republica, or in any other national 
or foreign bank established in the coun- 
try, accepted for the case by the super- 
intendent of banks. 

The “preceding article” referred to in 
the above quotation is Article 50 of Law 
57 of May 5, 1931 which lists certain 
types of securities as proper in invest- 
ments in which 50 percent of reserves 
on policies issued in Colombia by for- 
eign companies must be invested. As 
reinsurance companies not doing a direct 
business in Colombia are not specifically 
mentioned, this requirement does not 
apply to them. 


Guarantee Deposit 


Article 51 of Law No. 57 of May 5, 
1931 was slightly modified by Article 4 
of Decree No. 1403 of July 18, 1940 
which provides: 

The guarantee deposit required under 
Article 51 of law 57 of 1931 must be 
made with the Banco de la Republica 
to the exclusive order of the banking 
superintendent. 

Under Article 17 of the Law No. 105 
of Nov. 15, 1927, fire, transportation, ac- 
cident and sickness insurance companies 
must maintain a reserve fund of not less 
than 40 percent of annual net premiums. 

Life and annuity insurance companies 
must maintain actuarial reserves in ac- 
cordance with insurance principles ap- 
proved by the superintendent of bank- 
ing. Net premiums are the difference 
between the total premiums received by 
the companies and those that are paid 
to other companies for reinsurance of 
their risks. No deductions in reserve 
are allowed for insurance placed abroad. 


Blanket Reinsurance Contracts 


Fire and transportation insurance 
companies are required by Decree No. 
655 of 1925, Article 14 to reinsure a part 
of their risks in other companies of rec- 
ognized stability and solvency by means 
of blanket contracts of reinsurance. The 
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proportion of risks to be ceded, and con- 
sequently, the part that the company 
may retain for itself must be approved 
by the superintendent in view of the cap- 
ital and reserves maintained by the 
company. This Article 14 provides: 

The insurance companies that cover 
transportation and fires, must reinsure a 
part of their risks in other companies 
of recognized solvency and standing, by 
means of automatic reinsurance con- 
tracts. The proportion established for 
the reinsurance of risks and, conse- 
quently, the part of the risks that the 
company reserves for itself, must be ap- 
proved by the office of the superintend- 
ent of banking, according to the capital 
and reserves of the company. 

Every insurance company is under ob- 
ligation to pay the agreed insurance 
within 90 days following the date when 
the insurer makes his claim and proof. 


Two Percent Premium Tax 


All insurance companies *doing busi- 
ness in Colombia, regardless of nation- 
ality, are required to pay an annual 2 
percent tax on premiums collected. This 
tax originally levied in 1930 for a period 
of five years has been extended indefin- 
itely. While the law states that the tax 
shall be 2 percent on gross premiums 
collected by insurance companies on 
risks covered in Colombia, in practice it 
is a net tax on premiums collected, as 
the underwriters are permitted to deduct 
from gross premium collections, pre- 
miums returned by reason of reductions 
effected in the original face value of poli- 
cies, returns on cancelled policies, pre- 
miums paid on reinsurance placed in the 
country and cancellations of reinsurance. 

Despite the broad wording of Article 8 
of Law No. 107 of November 15, 1927, 
foreign reinsurance companies not doing 
a direct business do not appoint a resid- 
ing legal representative in Colombia. 

There is a fine of 100 to 500 pesos im- 
posed by the superintendent on agents, 
intermediaries, companies who make or 
assist in making any contact without 
having the corresponding authority from 
the government. 

Persons effecting insurance with com- 
panies not legally qualified in Colombia 
are subject to a fine of 50 percent of the 


. value of the premium which would be 


charged in Colombia on a similar risk. 
This fine is not applicable, however, 
where there is no company in Colombia 
which will assume the risk. 

The Compania Columbiana de Seguros 
is the only large local company writing 
reinsurance. The balance is written by 
foreign companies, many of whom also 
do a direct business. Nevertheless, the 
United States professional reinsurer has 
found Colombia an attractive market 
with few restrictions except the amount 
of business available and, of course, com- 
petition. 

Because of the 1940 legislation, seven 
companies—the Central, Legal, Palatine, 
General, Guardian and Sea suspended 
their business operations in Colombia. 


ECUADOR 


The insurance law of Dec. 6, 1934, im- 
posed drastic restrictions upon the opera- 
tions of insurance companies in Ecuador, 
causing many foreign companies to with- 
draw from the country. A subsequent 
decree promulgated on Oct. 4, 1935, to 
take effect Jan. 1, 1936, was in some re- 
spects harsher. Foreign companies an- 
nounced that because of its require- 
ments they would no longer underwrite 
fire, marine or life business. To remedy 
this danger of an insurance famine, the 
law was revised by executive decree of 
March 4, 1936, effective April 1, 1936. 
This decree repealed all prior laws or 
decrees on the subject. This law was 
in turn supplemented (or modified) by 
Decree No. 522 of July 11, 1936, effective 
Jan. 1, 1938. 

The decree law of March 4, 1936, does 
not contain any regulations concerning 
reinsurance companies, although Arti- 
cle 1 of said decree subjects all com- 
panies engaged in insurance in Ecuador 
to the laws of the Republic and to the 
supervision of the superintendent of 
banks. Foreign reinsurance companies 
qualifying to do business in Ecuador 
would be subject thereto. In actual prac- 
tice there are no known companies doing 
only a reinsurance business. MReinsur- 








ance by a reinsurance company in the 
United States is not regulated to any 
great extent by law in Ecuador. 
Foreign companies qualifying to do 
business in Ecuador must make the fol- 
lowing deposits with a bank in Ecuador: 


Fire and Transport Risks 


Annual premiums not ex- 
ceeding 100,000 sucres.. 
Annual premiums not ex- 
ceeding 200,000 sucres.. 
Annual premiums not ex- 
ceeding 300,000 sucres.. 
Annual premiums not ex- 
ceeding 400,000 sucres.. 
Annual premiums not ex- 
ceeding 500,000 sucres.. 250,000 sucres 
Annual premiums from 
and over 500,000........ 
(1 sucre = $0.065 free rate; 
sucres = $6,500.) 

Foreign life insurance companies must 
maintain a reserve in accordance with 
technical rules. Foreign fire, transport 
and other risks companies must keep a 
reserve equal to 25 percent of the net 
premiums paid for the preceding year. 

Foreign companies may be exempted 
from putting up unexpired risk reserve, 
provided they prove to the satisfaction 
of the superintendent that they have 
constituted a similar reserve in their 
country of origin in accordance with the 
requirements of such country. 

Article 8 of decree-law of March 4, 
1936, provides for annual licenses for the 
companies. A power of attorney by for- 
eign companies doing business in 
Ecuador must be given covering busi- 
ness in Ecuador. 

The deposit of securities and reserves 
must all be invested in certain govern- 
ment bonds in accordance with Article 12 
of said decree. 


Repeal Fine Fund 


Article 17 of said decree required for- 
eign companies in Ecuador to deposit 
from 10 to 25,000 sucres as a fund out 
of which fines can be levied. This arti- 
cle has, however, been repealed. 

Companies operating in the country 
are preferred for maritime insurance on 
merchandise for Ecuador. Ecuadorian 
consuls are instructed not to approve 
shipping documents when the merchan- 
dise has been insured with other com- 
panies. Article 34 of said decree re- 
quires that 80 percent of the employes 
be Ecuadorians. 

There are indications that Ecuador is 
about to create its own national insur- 
ance market. Foreign insurance com- 
panies will be allowed to remain until 
enough home companies have been es- 
tablished to take over the business. A 
bill has been drawn up with this objec- 


50,000 sucres 
100,000 sucres 
150,000 sucres 
200,000 sucres 


300,000 sucres 
100,000 


tive in view. Under it, companies must 
have a capital in the country of 500,000 
sucres of which 100,000 sucres must be 
deposited with the superintendent of in- 
surance, Underwriting reserve must be 
set upon a gross basis according to per- 
centages to be determined by the super- 
intendent. 

In 1940 19 foreign companies wrote a 
total premium income of 1,860,000 sucres 
on fire and 580,000 sucres in marine, the 
British fire companies writing more than 
one-half. A large reinsurance market 
has not yet been developed in Ecuador. 


PERU 


The reinsurance market in Peru is the 
principal field in which United States 
companies are active, due to the develop- 
ment of legislation which has had the 
effect of excluding foreign companies 
from doing a direct business. 

Insurance in Peru was controlled at 
first entirely by foreign companies, par- 
ticularly British companies. Nationaliza- 
tion of insurance was discussed in 1890 
and by the law of Dec. 20, 1895, insur- 
ance companies were required to have 
a minimum capital of 100,000 soles. 
(1 Peruvian Sole = $0.16; 100,000 soles = 
$16,000.) Thirty percent of this capital 
had to be invested in property or certain 
bonds in Peru. A tendency on the part 
of foreign companies to get around this 
law resulted in the decree of June 23, 
1897, and the law of Nov. 9, 1897, setting 
up the office of inspection of insurance 
companies, (Inspeci6n Fiscal de las 
Companfas de Seguros). The stringency 
of the new laws resulted in the gradual 
withdrawal of foreign companies. The 
law of Nov. 20, 1901 enacted further 
regulations and 50 percent of the re- 
quired capital of 200,000 soles was to 
be invested in landed properties in Peru 
and the other 50 percent into public 
bonds. In addition to other reserves, 
under Law No. 6331 of Nov. 21, 1928, 20 
percent of the profits from each branch 
of insurance was required to go into a 
reserve fund until a total of 100,000.0.00 
Peruvian sole was reached, after which 
5 percent of each year’s profits is put 
into the fund. 

Foreigners Left Peru 

Foreign companies then left Peru ex- 
cept for some operations through indi- 
viduals. The law No. 6331 of Nov. 21, 
1928, put a ban even on this type of prac- 








tice unless there was full compliance 
with the strict insurance laws. Under 
this law no foreign company can oper- 
ate unless it has in Peru a capital equal 
to that of the largest Peruvian company. 
Today, Sud-American and Sun of Canada 
are the only two foreign companies oper- 
ating in Peru. 

By decree of Nov. 24, 1927, the office 
of inspection of insurance companies, 
Ministry of Hacienda was abolished and 
its functions transferred to the superin- 
tendent of banks. 

Law No. 7750 of April 28, 1933, im- 
posed a tax of 5 percent of the premiums 
of insurance contracted with foreign 
companies by individuals or Peruvian 
companies. 

Unearned premium reserves are re- 
quired of all companies doing a direct 
business and must be invested within 
the country. However, due to the strin- 
gency of the regulations, the market for 
foreign companies in Peru lies in the 
reinsurance field and a greater market 
for this type should be available as the 
local business expands. , 

There are no statutory restrictions on 
foreign reinsurance except for a provi- 
sion that the superintendent of. banks 
should give preference to native com- 
panies. Reinsurance is permitted by 
section 394 of the code of commerce, 

Part of the reinsurance premium 1s 
generally retained (about 30 percent) by 
the Peruvian ceding company in order 
to set up its technical reserve require- 
ments. This sum can be liquidated an- 
nually. No credit, therefore, may be 
taken for reinsurance placed abroad. 

There exists in Peru a committee of 
insurance of Peru and a tariff associa- 
tion which fixes all direct rates, but not 
reinsurance rates, Fire Offices Commit- 
tee Foreign London forms are generally 
used in fire insurance. 

The superintendent of banking in his 
report covering 1940 says concerning re- 
insurance: 

“All these reinsurance dealings (those 
effected abroad) and those made by the 
companies within the country among 
themselves are to carry out the funda- 
mental idea of reinsurance which is to 
permit direct insurers to be in a position 
to accept risks which they alone could 
not carry.” 

The report of the superintendent for 
1940 shows the following figures for re- 
insurance placed abroad by the 10 large 
companies in Peru. Sun of Canada is 
not included, as it is retiring from Peru. 
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cateaenen, Whether 
Against Loss or Liability 


(CONTINUED FROM PAGE 13) 


loss to readjust its premiums in view of 
the statute. 

On the reinsurer’s side of the ques- 
tion there are at least two arguments 
why the reinsurer should be permitted 
to make payment a condition precedent 
to liability, or, in other words, why the 
reinsurer should be permitted to insure 
against loss and not against liability. 

When a contract of reinsurance is 
taken out, it is the expectation of both 
parties that the amounts paid to the pri- 
mary insurer by the reinsurer will serve 
to reimburse it for claims actually paid. 
When a primary insurer is insolvent 
and able to pay only a small percentage 
ot its outstanding claims, the reinsurer— 
if it be held that it has insured against 
liability—is doing more than reimburs- 
ing the primary insurer for the particu- 
lar claims upon which the liability of 
the reinsurer is predicated. For illus- 
tration, let us assume the following 
situation: 

“A” company, the primary insurer, is 
insolvent. John Doe presents a claim 
arising under a policy issued by “A” 
company. A 30 percent distribution is 
contemplated by the insurance commis- 
sioner liquidating “A” company. Even 
though the reinsurer may be compelled 
to pay the full amount of the claim 
presented by John Doe, John Doe will 
not be paid the full amount of his claim 
because the money paid by the rein- 
surer becomes a part of the general as- 
sets of “A” company, and is distributed 
pro rata among all its creditors. John 
Doe has no preference. This result 
would seem to be contrary to the in- 
tention of the parties in entering into 
the contract of reinsurance, because the 
reinsurance was not intended as a fund 
whereby the primary insurer might 
satisfy the claims of creditors uncon- 
nected with the risk reinsured. Rein- 
surance is intended to aid the primary 
insurer in absorbing the shock of a par- 
ticular loss or group of losses—not to 
aid it in satisfying all of its creditors. 

Another reason why a reinsurer might 
well desire to reinsure only against loss 
and not against liability is that when 
the primary insurer becomes insolvent 
and is in the process of liquidation by 
either a court or an insurance commis- 
sioner, there is likely to be more liberal- 
ity in the allowance of claims against 
the insolvent primary insurer, which, of 
course, would react to the detriment of 
the reinsurer. 

he legislature of New York has ap- 
parently recognized this possibility in 
the statute to which we have heretofore 
referred. That statute provides, in part: 

“Such reinsurance agreement may 
provide that the liquidator or receiver 
or statutory successor of an insolvent 
ceding insurer shall give written notice 
of the pendency of a claim against the 
insolvent ceding insurer on the policy 
or bond reinsured within a reasonable 
time after such claim is filed in the in- 
solvency proceeding, and that during 
the pendency of such claim any assum- 
ing insurer may investigate such claim 
and interpose, at its expense, in the pro- 
ceeding in which such claim is to be 
adjudicated, any defense or defenses 
which it may deem available to the 
ceding company or its liquidator or re- 


ceiver or statutory successor.” 
Such a statute, of course, meets the 
objection raised on behalf of the rein- 


surer. 

The desirability or undesirability of 
permitting a reinsurer to insure only 
against loss and not against liability is 
one within the peculiar province of the 
respective state legislatures as a matter 
of the public policy of the respective 
states. It is not unreasonable to sup- 
pose that in time statutes similar to the 
New York statute will be passed by 
many states. In the meantime, if pri- 
mary insurers desire to insure not only 
against loss but against liability, extreme 
care must be taken in the drafting of 
the contracts of reinsurance to achieve 
the desired result. 


HeNATIONAL UNDERWRITER 





December 31, 1942 








Review Insurance Society Cautes 


CONTINUED FROM PAGE 14) 





inafter called the second limit), set forth 
below as “company’s retention”; and the 
company will reinsure with the rein- 
surer on the excess basis and the rein- 
surer will accept all excess loss above 
the primary loss paid by the company, 
provided the loss to the reinsurer shall 
not exceed the amounts set forth below 
as “maximum amount to be reinsured 
with reinsurer”: 

Maximum Amount 


Company’s to Be Reinsured 


Retention With Reinsurer 
First Second First Second 
Limit Limit Limit Limit 
$5,000 $10,000 $95,000 $290,000 
it being understood, however, that as 


to business in force at 12:01 a. m., Jan. 
1, 1942, the liability of the reinsurer 
hereunder shall attach only in respect 
of losses resulting from accidents oc- 
curring at and after that date. 


Section 2. 

Specific inclusions and exclusions: 

Within this exhibit is included em- 
ployers’ liability business (except where 
provided under workmen’s compensation 
policies) but this exhibit does not cover 
workmen’s compensation business nor: 

(a) As respects motor vehicle busi- 
ness, metered taxicabs; 

(b) As respects business other than 
motor vehicle: 


Amusement park mechanical devices; 


Construction and/or maintenance of 
coffer dams; 
Excursions, expositions and fairs; 


Malpractice liability; 

Manufacture of ammunition; 
tridges; of detonators; of dynamite; of 
fireworks; of fuses; of nitroglycerine; of 
pyroxylin (amberoid, celluloid, fiberoid 
and viscoloid); and of any explosive sold 
or used as an explosive; 

Manufacture, distribution or sale of 
motion picture films; 

Manufacture, production, storage and 
refining of petroleum and its products; 

Mining underground; 

Navigation and operation of all vessels 
over 2,000 tons gross registry; 

Operation of drydocks; 

Railroad operations; 

Risks involving the ownership, mainte- 
nance or use of aircraft; 

Subaqueous work; 

Subway construction; 

Theaters; 

Tunnelling operations; 

Wrecking or demolition of buildings, 
structures or vessels. 

However, policies issued to assured 
regularly engaged in other operations, 
which occasionally involve incidental 
operations prohibited under this exhibit, 
as set forth in the foregoing list, are 
not excluded. 


of car- 


Section 3. 


Premium. 

The premium for the reinsurance pro- 
vided under this exhibit shall be deter- 
mined by applying to the premium 
charged by the company for basic limits 
of coverage the factors contained in the 
excess tables of the standard manual 
approved by the National Bureau of Cas- 
ualty & Surety Underwriters. 


Section 4. 

Direct commission: 

The Reinsurer will allow the company, 
as a contribution on account of the com- 
mission payable by the company to its 
agents and on account of all other ex- 
penses and charges whatsoever (except 
claim expenses and court costs, as pro- 
vided in article IV of the agreement to 
which this exhibit is attached) a com- 
mission of — percent in respect of the 
net premiums (i. e., premiums less can- 
cellations and returns) provided for in 
section 8 of this exhibit. 

Exhibit B, Excess Reinsurance of 
Property Damage Liability Business. 


Section 1. 

Cover: 

As respects property damage liability 
(i. e., legal liability of assured for dam- 
age to property of others) business of 
the company (except as hereinafter ex- 
cluded), in force at and becoming effec- 
tive at and after 12:01 a. m., Jan. 1, 1942 
(including renewals), the company will 
pay the amount of loss for all damages 
arising out of each accident, set forth 
below as “company’s retention”; and the 
company will reinsure with the reinsurer 
on the excess basis and the reinsurer 
will accept all excess loss above the pri- 
mary loss paid by the company, provided 
the loss to the reinsurer on account of 
each accident shall not exceed the 


amount set forth below as “maximum 

amount to be reinsured with reinsurer”: 

Max. Amt. 

to be Rein- 

Company's sured with 

Class Retention Reinsurer 
Motor vehicle ..... $5,000 $45,000 
BE GERRE cccccente 5,000 20,000 


It being understood, however, that as 
to business in force at 12:01 a. m. Jan. 1, 
1942, the liability of the reinsurer here- 
under shall attach only in respect of 
losses resulting from accidents occurring 
at and after that date. 

Section 2. 

Specific exclusions: 

This exhibit does 
provisions as in P. L. 


Section 3. 


Premium: 

The premium for the reinsurance pro- 
vided under this exhibit shall be based 
upon the excess tables contained in the 
standard manual approved by the Na- 
tional Bureau of Casualty & Surety 
Underwriters as applied to the basic pre- 
mium charged by the company. 


Section 4. 


Direct commission: 
section). 

Exhibit C, excess reinsurance of work- 
men’s compensation and employers’ lia- 
bility business. 

Section 1. 

Cover: 

As respects workmen’s compensation 
business of the company (except as 
hereinafter excluded) in force at and 
becoming effective at and after 12:01 
a. m., Jan. 1, 1942 (including renewals), 
written on the standard workmen’s com- 
pensation form of policy, insuring the 
liability imposed by the workmen’s 
compensation acts and the United States 
longshoremen'’s and harbor’ workers’ 
compensation act, or similar acts or 
laws, or by the common law, upon em- 
ployers for injuries to or health of em- 
ployes, the company will retain for its 
own account as primary loss the first 
$10,000. 

In respect of each and every accident 
or occurrence, or series of accidents or 
occurrences arising out of any one event, 
taking place at or after 12:01 a. m. Jan. 
1, 1942. 

The reinsurer will pay to the company 
the amount of loss in respect of each 
and every such accident or occurence, or 
series of accidents or occurrences aris- 
ing out of any one event, in excess of 
said $10,000 of loss to be borne by the 
company, provided the loss to the rein- 
surer shall not exceed $300,000 in respect 
of each such accident or occurrence, or 
series of accidents or occurrences aris- 
ing out of any one event. 

Section 2. 

Specific exclusions: 

This exhibit does not cover the follow- 
ing: 

Construction 
coffer dams; 

Manufacture of ammunition, of cart- 
ridges, of detonators, of dynamite, of 
fireworks, of fuses, of nitroglycerine, of 
pyroxylin (amberoid, celluloid, fiberoid 
and viscoloid), and of any explosive sold 
or used as an explosive; 

Navigation and operation of all vessels 
over 2,000 tons gross registry; 

Operation of drydocks; 

Manufacture, distribution 
motion picture films; 

Manufacture, production, storage and 
refining of petroleum and its products; 

Mining undeground; 

Risks involving the ownership, main- 
tenance or use of aircraft; 

Subaqueous work; 

Subway construction; 

Tunnelling operations; 

Wrecking or demolition of buildings, 
structures or vessels. 

However, policies issued to assured 
regularly engaged in other operations, 
which occasionally involve incidental op- 
erations prohibited under this exhibit, 
as set forth in the foregoing list, are not 
excluded. 

Section 3. 

Premium: 

The premium for the reinsurance pro- 


not cover: (Same 


section). 


(Same as in P. L. 


and/or maintenance of 


or sale of 


vided under this exhibit shall be .. per- 
cent of the net premiums (i. e., gross 
premiums, less cancellations and re- 


turns): 

(a) Unearned by the company as of 
12:01 a. m., Jan. 1, 1942, in respect of 
business in force at that date; 

(b) Written by the company in re- 
spect of business taking effect at and 
from 12:01 a. m., Jan. 1, 1942. 





Section 4. 

Direct commission: 

The reinsurance premium rate set 
forth in section 3 of this exhibit has 
been determined on a net basis and as a 
consequence the reinsurance premiums 
ceded under this exhibit shall not be 
subject to a direct commission allow- 
ance. 

Exhibit D, share reinsurance of burg- 
lary, theft, larceny and robbery busi- 
ness. 

Section 1. 


Cover: 

As respects burglary, theft, larceny 
and robbery business of the company (ex- 
cept as hereinafter excluded), becoming 
effective at and after 12:01 a. m., Jan. 1, 
1942 (including renewals), the company 
will retain for its own account the 
amounts set forth in the schedule herein- 
below provided, and the company will 
reinsure with the reinsurer on the share 
basis and the reinsurer will accept the 
surplus over such retention, as provided 
in said schedule: 


Schedule 
° Co. will re- 
Company’s insure with 
retention reinsurer 
(On each (On each 
On Risks risk) risk) 
(a) Exceeding Surplus over 
$1,000 but not its retention 
exceeding $5000 $1,009 
¢b) Exceeding Surplus over 
$5,000 but not its retention 
exceeding $7500 $1,500 
(c) Exceeding The remain- 
$7,500 but not 4/iths of 
exceeding (1/5th of each such 
$100,000 each such risk 
risk 
Section 2. 
Specific exclusions: 
This exhibit does not cover: Bankers’ 


or brokers’ blanket bonds; 
policies. 

Section 3. 

Definition of “risk”: 

For the purpose of this exhibit: 

The residence burglary, theft and lar- 
ceny hazard shall be considered a sepa- 
rate and distinct risk from the persona! 
hold-up hazard. 

Under commercial robbery forms of 
policy, except paymaster robbery poli- 
cies, robbery within premises shall be 
considered a separate and distinct risk 
from robbery outside of premises; and, 
also, each messenger shall be considered 
a separate and distinct risk. 

As respects paymaster robbery poli- 
cies, each messenger or paymaster shall 
be considered a separate and distinct 
risk. 

Where policies are issued covering a 
schedule of locations, each location shall 
be considered a separate and distinct 
risk. 

When interior robbery risks are in- 
sured under bank robbery and/or safe 
deposit box policy forms, the entire in- 
surance applying to any one premises 
shall be considered ‘one risk whether 
there be one assured or more. 

When burglary risks are insured under 
bank burglary policies and/or safe de- 
posit box policies, the entire insurance 
applying to any one premises shall be 
considered one risk whether there be one 
assured or more. 

However, when two or more robbery 
or burglary policies constitute a single 
risk, as heretofore provided, reinsurance 
thereon shall attach proportionately to 
each policy constituting such a risk. 

Section 4. 

Premium: 

As premium for the reinsurance pro- 
vided under this exhibit, the company 
shall pay to the reinsurer that propor- 
tion of the net premiums (i. e., gross 
premiums less cancellations and returns) 
applying to the business reinsured under 
this exhibit which corresponds to the 
reinsurer’s participation in such busi- 
ness. 

Section 5. 

Direct commission: 

The reinsurer will allow the company, 
as a contribution on account of the com- 
mission payable by the company to its 
agents, and on account of all other ex- 
penses and charges whatsoever (except 
claim expenses and court-costs, as pro- 
vided in Article IV, and except taxes as 
provided in Article VII, of the agreement 
to which this exhibit is attached) a com- 
mission of percent of the net pre- 
miums (i. e., gross premiums less can- 
cellations and returns) applying to the 
reinsurance provided under this exhibit. 

Exhibit E, share reinsurance of acci- 
dent and health business. 

Section 1. 

As respects personal accident, 


jewelry block 


health 


and disability business of the company, 


ee on CNN 
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becoming effective on and after 12:01 
a. m., Jan. 1, 1942, excluding: 

Policies written to cover health bene- 
fits only; 


Policies of a non-cancellable nature 


written for a period of more than one 
year; : ; 

Policies providing life indemnity for 
illness; 


Railroad or steamboat ticket or cou- 
pon business; 

The company will retain for its own 
account on any one life the first $1,000 
principal sum and $100 monthly indem- 
nity, and the company will reinsure 
with the reinsurer on the share basis 
and the reinsurer will accept by way of 
reinsurance the surplus over such reten- 
tion, provided such reinsurance shall not 
exceed $1,000 principal sum and $100 
monthly indemnity on any one life. 

Section 2. 

In case several benefits are covered by 
a single policy, reinsurance shall apply 
in the same proportion to all the bene- 
fits covered by the policy, it being agreed 
that reinsurance shall extend propor- 
tionately to all policies issued and/or re- 
newed to one and the same person (ex- 
cept in respect of the policy forms 
excluded in section 1 from coverage 
under this exhibit). 

Section 3. 

When policies are 
amounts, i. e. 

(a) Where the monthly indemnity is in 
greater proportion to the principal sum 
than $100 to each $1,000 of principal sum, 
the company will retain for its own ac- 
count $100 monthly indemnity and pro- 
portionate principal sum on any one life, 
and the company will reinsure with the 
reinsurer on the share basis and the re- 
insurer will acept by way of reinsurance 
the surplus of such retention, provided 
such reinsurance shall not exceed $100 
monthly indemnity and proportionate 
principal sum on any one life; 

(b) Where the principal sum is in 
greater proportion to the monthly in- 
demnity than $1,000 to each $100 monthly 
indemnity, the company will retain for 
its own account $1,000 principal sum and 
proportionate monthly indemnity on any 
one life, and the company will reinsure 
with the reinsurer on the share basis 
and the reinsurer will accept by way of 
reinsurance the surplus of such reten- 
tion, provided such reinsurance shall not 
exceed $1,000 principal sum and propor- 
tionate monthly indemnity on any one 
life. 

Section 4. 

As premium for the reinsurance cov- 
ered under this exhibit, the reinsurer 
shall receive the same proportion of the 
original net premiums applying to the 
business reinsured hereunder as its par- 
ticipation in such business. 

Section 5. 

The reinsurer will allow the company 
as a contribution on account of the com- 
mission payable by the company to its 
agents, and on account of all other ex- 
penses and charges whatsoever (except 
claim expenses and court costs, as pro- 
vided in article IV of this agreement) a 
commission of .. percent of the net pre- 
miums (i. e., premiums less cancellations 
and returns) applying to the business re- 
insured under this exhibit. 

Exhibit F, excess reinsurance of boiler 
and machinery business. 

Section 1. 

Cover: 

As respects boiler, engine, fly wheel 
and electrical machinery direct damage 
and use and occupancy and consequen- 
tial loss business of the company, and 
all other risks classified to fall within 
the scope of the boiler and machinery 
business of the company, in force at and 
becoming effective at and after 12:01 a. m., 
Jan. 1, 1942 (including renewals), the 
company will pay the amount of loss (as 
hereinafter defined) resulting from each 
accident or occurrence, or series of acci- 
dents or occurrences arising out of one 
event, set forth below as “retention of 
company”; and the company will rein- 
sure with the reinsurer on the excess 
basis and the reinsurer will accept by 
way of reinsurance all excess loss above 
the amount of loss paid by the company, 
provided the loss to the reinsurer on ac- 
count of any one accident or occurrence, 
or series of accidents or occurrences 
arising out of one event shall not exceed 
the amount set forth below as “maxi- 
mum amount to be reinsured with rein- 
surer”: 

Retention of company, first $25,000; 
maximum amount to be reinsured with 
reinsurer, $475,000 in excess of $25,000. 

It is understood that the liability of 
the reinsurer hereunder shall attach only 
in respect of losses resulting from acci- 


written in unlevel 


dents or occurrences, or series of acci- 
dents or occurrences arising out of one 
event, taking place at and after 12:01 
a. m. Jan. 1, 1942. 

Section 2. 

Definition of “loss”: 

The term “loss” as used herein shall 
be understood to mean the aggregate 
loss on account of one or more than one 
hazard (whether direct or indirect, or 
both) insured by the company at any 
one location. 

Section 3. 

Premium: 

The premium to be paid to the rein- 
surer by the company for the reinsur- 
ance provided under this exhibit shall 
be .. percent of the net premiums (i. e., 
gross premiums less cancellations and 
returns) written by the company during 
each and every month during which this 
exhibit is in force. 

Section 4. 

Direct commission: 

The reinsurer will allow the company, 
as payment on account of commission 
payable by the company to its agents, 
and on account of all other expenses and 


charges whatsoever (except costs and 
expenses, as provided in article .. of this 
agreement) a commission of percent 


of the net premiums (i. e., gross pre- 
miums less cancellations and returns) 
applying to the reinsurance provided 
under this exhibit. 

Section 5. 

Termination of liability hereunder: 

It is mutually agreed that, notwith- 
standing any provision to the contrary 
in Article XI of the agreement, the re- 
insurer shall not be liable hereunder in 
respect of losses resulting from acci- 
dents or occurrences, or series of acci- 
dents or occurrences arising out of one 
event, taking place after the effective 
date and time of the cancellation of this 
exhibit. 

Exhibit G, excess reinsurance of per- 
sonal accident business. 

Section 1. 

Cover: 

As respects personal accident business 
of the company (i. e., policies and con- 
tracts of insurance and reinsurance, in- 
suring against accidental loss of life 
and/or bodily injuries), the company will 
retain for its own account, in respect of 
its net retentions (i. e., gross writings 
less share reinsurance thereon), the 
first $20,000 of ultimate net loss result- 
ing from each accident or occurrence, or 
series of accidents or occurrences arising 
out of any one event, taking place at and 
after 12:01 a. m., Jan. 1, 1942. 

The reinsurer will pay the company 
the amount of ultimate net loss, paid by 
the company, in excess of said $20,000, 
provided the loss to the reinsurer shall 
not exceed $250,000 as respects each such 
accident or occurrence, or series of acci- 
dents or occurrences arising out of one 
event. 

For the purpose of this exhibit, the 
net retention of the company on any one 
life shall be considered to be not more 
than $5,000 single indemnity or $10,000 
multiple indemnity. 

Section 2. 

Specific exclusion: 

This exhibit does not cover any loss or 
losses which the company may sustain 
by reason of having issued excess ca- 
tastrophe reinsurance of personal acci- 
dent business to other insurance carriers. 

Section 3. 

Reinstatement in event of loss: 

In case any portion of the reinsurance 
under this exhibit be exhausted by loss, 
the amount so exhausted is hereby rein- 
stated from the time of occurrence of 
the loss without payment of extra pre- 
mium, but nevertheless the total loss to 
the reinsurer hereunder shall never be 
more than $250,000 in respect of each ac- 
cident or occurrence, or series of acci- 
dents or occurrences arising out of each 
event, as provided in section 1 of this ex- 
hibit. 

Section 4. 

Reports and premium: 

At the expiration of each calendar 
year of this exhibit, the company shall 
forward to the reinsurer a statement 
showing its net premiums (i. e., gross 
premiums less cancellations and returns) 
written during each such year in respect 
of the class of business covered under 
this exhibit. 

The premium for this reinsurance shall 
be .. percent of the aforesaid net writ- 
ten premiums, subject to an annual de- 
posit and minimum premium of $500. 


Section 5. 


Direct commission: 
The premium applying to the reinsur- 


ance provided under this exhibit is net, 
i. e., not subject to any direct commis- 
sion allowance. 

Section 6. 

Termination: 

The liability of the reinsurer under 
this exhibit shall cease as of the effec- 
tive date and time of termination of this 
exhibit or of the agreement to which it 
is attached, except in respect of loss re- 
sulting from each accident or occurrence, 
or series of accidents or occurrences 
arising out of one event, taking place 
prior thereto. 

Endorsement No. 1. 

In consideration of the continuing and 
reciprocal benefits to accrue to the rein- 
surer under the agreement to which this 
endorsement is attached, the reinsurer 
hereby agrees that, as to all reinsurance 
made, ceded, renewed or otherwise be- 
coming effective after Jan. 1, 1942, under 
said agreement, the reinsurance shall, in 
the event of the insolvency of the com- 
pany, be payable by the reinsurer on the 
basis of the liability of the company 
under the contract or contracts reinsured 
without diminution because of the in- 
solvency of the company. 

It is agreed, however, that the liqui- 
dator or receiver or statutory successor 
of the insolvent company shall give writ- 
ten notice to the reinsurer of the pen- 
dency of a claim against the insolvent 
company on the contract reinsured 
within a reasonable time after such 
claim is filed in the insolvency proceed- 
ing and that during the pendency of such 
claim the reinsurer may investigate such 
claim and interpose, at its own expense, 
in the proceeding where such claim is 
to be adjudicated any defense or defenses 
which it may deem available to the com- 
pany or its liquidator or receiver or sta- 
tutory successor. The expense thus in- 
curred by the reinsurer shall be charge- 
able, subject to court approval, against 
the insolvent company as part of the ex- 
pense of liquidation to the extent of a 
proportionate share of the benefit which 
may accrue to the company solely as a 
result of the defense undertaken by the 
reinsurer. If two or more reinsurers are 
involved in the same claim and a major- 
ity in interest of them elect to interpose 
defense to such claim, the expense shall 
be apportioned in accordance with the 
terms of the reinsurance agreement as 
though such expenes had been incurred 
by the company. 


Reasons for Exclusions 


Mr. Cathcart pointed out that the rea- 
son for the long list of exclusions in sec- 
tion 2 of exhibit A is that operations of 
this type present more intense catas- 
trophe hazards which the reinsurer likes 
to be in a position to consider before ac- 
cepting. The direct writing company 
wishing to reinsure any of the lines ex- 
cepted would submit it to the reinsurer 
and if it were acceptable the reinsurer 
would write a letter assuming its share 
of the risk. 

The use of the National Bureau of 
Casualty & Surety Underwriters man- 
ual, as provided in section 3 of the same 
exhibit, is for the sake of simplicity and 
does not mean that manual rates are 
charged but merely that the factors in 
the excess tables are used as a basis 
for determining reinsurance premiums. 

In exhibit B the maximum amount of 
property damage liability to be rein- 
sured is considerably smaller for busi- 
ness other than motor vehicle than for 
motor vehicle and is often less than the 
$20,000 maximum given in the specimen 
contract The reason jis that non-motor 
vehicle liability for property damage has 
not been sold very hard and there is a 
considerable element of anti-selection in 
those instances where high limits of cov- 
erage are required by the assured—al- 
though perhaps this is not true to the 
same extent as in former years. 


No Excess Table 


In exhibit C, covering workmen’s com- 
pensation and employers’ liability there 
is no need of an excess limits table, 
since liability, under compensation is un- 
limited and the premium can be deter- 
mined only on a percentage flat rate 
basis. 

It will be noted that there is no direct 
commission allowance on this part of the 
business. Of course, it would be pos- 
sible to double the flat rate and give a 
50 percent commission. A treaty pro- 
viding excess of $500,000 above a $10,000 





retention would oti ie involve a pre- 
mium rate running between 1 and 5 per- 
cent of the total compensation premium 
volume of the direct writing company. 

In exhibit D the definition of risks in 
section 3 specifies that when burglary 
risks are insured under bank burglary 
policies and/or safe deposit box policies, 
the entire insurance applying to any one 
premises shall be considered one risk 
whether there be one assured or more. 
This is for the protection of the direct 
writing company, for without such a 
provision it might suffer a catastrophe 
loss through an accumulation of liability 
in a single safe deposit vault. 


U. & O. Included 


In section F covering excess reinsur- 
ance of boiler and machinery business 
section 2, defining losses, also includes 
losses due to use and occupancy as well 
as direct damage. A feature of the com- 
mission provision in section 4 is that 
commissions usually run higher because 
of the direct writing company’s extraor- 
dinary expense arising out of inspection 
and engine ering service. 

In exhibit G covering personal acci- 
dent business, the premium called for 
under section 5 is usually very small be- 
cause the hazard is slight. The usual 
practice is to have a deposit premium, 
usually the minimum premium, at the 
beginning of the year and this is subject 
to adjustment at the end of the year. 
The reason that no commission is pro- 
vided in section 6 is that the commission 
would be small and would not substan- 
tially aid the direct writer’s surplus 
showing. In addition to share reinsur- 
ance on personal accident business quite 
a few casualty companies also buy this 
catastrophe reinsurance to protect them- 
selves against a number of their insured 
being in one accident. 


LEGAL PRINCIPLES 


In the two concluding lectures of the 
course, Mr. Cathcart discussed some of 
the legal principles of reinsurance con- 
tracts and the relationship between re- 
insurer and the direct-writing company. 
He drew the legal distinction between 
a contract of indemnity and a contract 
of liability, citing life insurance and ac- 
cident and health insurance as examples 
of contracts of liability, since the insured 
is entitled to collect if the event insured 
against takes place and does not have 
to prove any monetary loss. Reinsur- 
ance is always a contract of indemnity. 
The reinsured company must have an in- 
surable interest in order to effect a valid 
reinsurance contract. Insurable inter- 
est is the legal liability that the ceding 
company has assumed. By issuing its 
policy it has caused its position to be 
such that in the event of the happening 
of the occurrence insured against it will 
suffer loss. Of course, the interest of 
the insurer is necessarily circumscribed 
by the scope and nature of its coverage. 
For example a company could not effect 
valid burglary reinsurance on property 
merely because it had issued a policy 
gpa the same property against 

re. 


Ex-gratia Payments Honored 


Some lawyers claim that with respect 
to ex-gratia payments, made by an in- 
surer as a matter of good business or 
fair dealing even though there is no le- 
gal obligation, reinsurance is not legally 
recoverable since the reinsurer has no 
insurable interest. However, as a prac- 
tical matter the reinsurer will pay as 
long as the ceding company has exer- 
cised good faith. 

Quite often an insurance company will 
insure its own fleet of cars. Some com- 
panies will buy coverage from other car- 
riers but some feel that if they can in- 
sure others they can insure their own 
property. The company issues a policy 
naming itself as insured and the pre- 
mium is put on the books. The com- 
pany feels that it has _ reinsurance 
through its regular treaties but there is 
some question as to whether it has or 
not. There can be no valid reinsurance 
unless there is valid insurance and for 
the latter there must be two parties be- 
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cause one cannot make a contract with 
oneself. 

The ceding company could get a spe- 
cial agreement from the reinsurer to 
cover such cases but in the absence of 
such consent there would probably be 
no liability. The problem is rather aca- 
demic because no reinsurer of standing 
would disclaim liability on the basis of 
a legal technicality of this nature. 


Signed Under Seal 


Reinsurance treaties are almost always 
signed under seal by both parties even 
though this may not always be neces- 
sary. The insurer owes to the reinsur- 
ing company the duty of a full disclo- 
sure of all material information. There 
must be no concealment or misrepresen- 
tation otherwise the reinsurance contract 
is voidable from its inception. In this 
regard the insurer bears to the reinsurer 
the same relation which the original pol- 
icyholder bears to the insurer, _ 

The reinsurance relationship is fidu- 
ciary in its nature calling for the utmost 
good faith from both parties. It is not 
an “arms length” bargaining process. 
The doctrine of “caveat emptor” does 
not apply as it does in ordinary com- 
mercial transactions. If you buy a mule 
and he turns out to be blind in one eye 
you have a one-eyed mule on your hands 
provided there is no fraud. However, 
you can get rid of a “one-eyed” reinsur- 
ance contract. 

Every attorney knows the duties, and 
corresponding rights, which flow from 
a fiduciary relationship. Like the rela- 
tionship of doctor and patient or attor- 
ney and client the relationship of 
reinsurers and reinsured cannot be satis- 
factory without mutual confidence and 
trust of the highest order. The actions 
of each party should be such as to in- 
spire confidence on the part of the other. 
If there are any doubts or misgivings 
the only thing to do is to terminate the 
arrangement as soon as possible. This 
is a very important point and in prac- 
tice good faith prevails with very few 
exceptions. 





ALLEMANNIA CASE 





One of the most important decisions 
involving reinsurance was the Alleman- 
nia case, 209 U. S. 326. Firemen’s of 
Baltimore had reinsured a number of its 
risks with Allemannia. The Baltimore 
company went into liquidation after the 
great Baltimore fire of 1904 and its 
claims were paid on the basis of 55 cents 
on the dollar. The liquidator tried to 
collect reinsurance from Allemannia but 
that company took the position that the 
reinsurance contract was one of indem- 
nity against losses paid by the ceding 
company and since these were only 55 
percent of the amounts for which the re- 
insured was liable, reinsurance payments 
should likewise be limited to 55 percent. 

The case went to the United States Su- 
preme court. Allemannia based its case 
on the provision in the contract which 
stated that “losses shall be payable pro- 
rata with, in the same manner and upon 
the same terms and conditions as paid 
by the said insured company under its 
contracts.” In spite of this language the 
Supreme court held that to agree with 
the Allemannia’s position would be to 
overturn the accepted understanding fol- 
lowed in reinsurance contracts for the 
previous two centuries and held that this 
could not have been the intention of the 
parties to the reinsurance contract. The 
court held that “paid” by the reinsured 
meant “payable” and that the Alleman- 
nia should pay on the basis of liability 
rather than on the basis of losses actu- 
ally paid by the Baltimore company. The 
court’s decision was in line with many 
previous decisions in the United States 
and England. 


Southern Surety Case 


A case arising out of a somewhat sim- 
ilar situation was that of Fidelity & De- 
posit vs. Pink, 302 U. S. 224. In 1932 
Southern Surety failed. It had written 


a bond and reinsured a portion of it with 
Fidelity & Deposit under the standard 


reinsurance form of the Surety Associa- 
tion of America. The New York depart- 
ment as liquidator called on F. & D. for 
its share of the loss as reinsurer. How- 
ever F. & D. held that it was responsible 
only for its share of the loss actually 
paid, which was considerably less than 
the amount of the claim. 

The lower federal court held that the 
Allemannia case was controlling and that 
F. & D. shouid pay on the basis of in- 
demnity against liability rather than in- 
demnity against loss paid. The circuit 
court of appeals upheld this decision but 
the United States Supreme court re- 
versed it on the basis of the language of 
the contract. It held that the language 
of the Surety Association agreement was 
clear and unmistakable. Apparently the 
court felt that the contract had been 
drawn with the Allemannia decision in 
mind, stating that “the words employed 
must be read in the light of attending 
circumstances.” 


Law Was Amended 


As a direct result of this decision a 
statute was enacted by the New York 
legislature at the New York depart- 
ment’s request, which is now section 77 
of the New York insurance law. This 
provision does not require reinsurance to 
be drawn on the basis of indemnity 
against liability but it obtains the result 
effectively in another manner. Reinsur- 
ance must meet certain qualifications if 
the reinsured company is to take the 
credit for it. Section 77 provides that in 
order to take credit the direct writing 
company must have its reinsurance on a 
basis of indemnity against liability ra- 
ther than against losses paid. 

Massachusetts has followed with simi- 
lar legislation and Iowa has achieved the 
same result with a departmental ruling. 

While statutory requirements and reg- 
ulations are the same for professional 
reinsurance companies as for direct writ- 
ing companies there are two very im- 
portant exceptions. First, reinsurance 
rates are not regulated in any state. It 
would be a sad day for reinsurers if any 
state were to tell them that they must 
charge the same rates to all companies 
without discrimination and it would 
probably mean that professional reinsur- 
ance as we now know it, would be fin- 
ished, as rates are naturally based on 
loss experience, management and other 
intangible factors. Second, the contract 
forms are not regulated. Even under 
section 77 of the New York insurance 
law, which might be considered a mild 
form of regulation, there is no absolute 
requirement that the reinsurance con- 
tract be drawn in a certain way. 





STATUS OF FUNDS 





Salvage recovered by the reinsured 
and reinsurance unearned premiums re- 
tained on deposit by the reinsured are 
regarded by the courts as trust funds. 
As a consequence these funds cannot or- 
dinarily be used by the ceding company 
to offset balances owed to it by an in- 
solvent reinsurer. 

Reinsurance premiums are not taxable 
under state premium tax laws on the 
same basis that insurance premiums are 
taxable. This was established in the 
Connecticut General case a few years 
ago in a U S. Supreme court decision, 
303 U.S 77. The state of California had 
sought to tax Connecticut General Life 
on reinsurance premiums received on 
California risks. Connecticut General 
pointed out that the reinsurance treaty 
was a Connecticut contract and con- 
tended that it was not liable for Cali- 
fornia premium tax. Its position was 
sustained by the court. In that case the 
originating company in filing its tax re- 
turn with California had taken credit for 
premiums ceded to the Connecticut Gen- 
eral, in accordance with provisions of 
the state tax law. Since that decision 
most states have amended their tax laws 
to disallow credit for ceded premiums. 

The place of the broker in the reinsur- 
ance field is not quite so important in 
the casualty business as in fire and ma- 
rine. There are only six or seven do- 
mestic professional reinsurers in the cas- 


ualty field and there is little reinsurance 
exchanged among the direct writers. 
Consequently it is easy to circularize the 
market and get quotations. 

The broker does play an important 
part in placing reinsurance particularly 
when reinsuring abroad. A _ brokerage 
house may have branches on both sides 
of the Atlantic. 


Can Use Broker 


A direct writing fire company with 
complicated treaty arrangements can 
either hire a reinsurance expert or have 
its reinsurance problems taken care of 
by a reinsurance broker. In the latter 
case the cost will be a little higher be- 
cause of the reinsurer’s inclusion of a 
loading for the broker’s commission. Or- 
dinarily this is only 1 or 1% percent and 
may not be as much as a good reinsur- 
ance expert on the payroll would cost. 

Investments of reinsurance companies 
involve problems no different from those 
of direct-writing companies. However, 
the reinsurer knows that its portfolio is 
going to be scrutinized by the best ex- 
perts in the business, the insurance com- 
panies themselves, and is hence more 
likely to keep up a high level of quality. 
A reinsurer’s ceding companies would 
complain about a portfolio’s quality long 
before an insurance department would 
step in. Some feel that reinsurance in- 
vestments should be more liquid than 
those of a direct writing company be- 
cause of the need of meeting shock 
losses. 

The first recorded reinsurance trans- 
action took place in 1370 and was in 
the marine field. In 1746 an act of par- 
liament made marine reinsurance illegal 
on the ground that it was gambling, 
since the ceding company had no insur- 
able interest. This act was repealed 
in 1864, Today reinsurance is not only 


legal but in a great many cases required. 

The first recorded reinsurance treaty 
was one drawn up in 1821 between two 
fire companies on the European conti- 
nent. The first British treaty was three 
years later. Germany was the pioneer 
as far as professional reinsurance com- 
panies were concerned. The first ar- 
bitration clause was in 1850. 

Possible future developments include 
expansion of reinsurance companies 
proper, with reinsurance playing a much 
larger role proportionately among Amer- 
ican companies; more business being 
traded among direct writing companies 
and facultative arrangements converted 
to automatic treaties; expansion to sup- 
ply the need formerly met only by Lon- 
don Lloyds and large British companies 
for excess of loss and catastrophe cov- 
ers in the fire field. 

Another possibility is a pool in which 

all forms of professional reinsurers out- 
side the life field would participate. That 
is, casualty and fire would be lumped 
together with marine and other cover- 
ages. Many years ago it was proposed 
that professional reinsurers be permitted 
by law to handle fire, casualty and ma- 
rine business. If this were done, and 
there seems to be no reasonable argu- 
ment against it, it would be possible for 
the domestic market to absorb risks of 
prodigious size. 
_ Reinsurance is often referred to as an 
international business. This is as it 
should be for if the aim is to spread 
the shock loss among the many, then 
the widest possible distribution will 
work for the common good. After the 
termination of the present world con- 
flict it seems reasonable to suppose that 
the international aspects of reinsurance 
will be intensified. American capital 
may well play a major role in this de- 
velopment if we are awake to the op- 
portunities which will be open to us. 





Enjoy Capacity Business Today 
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to hold on to the last possible premium 
dollar in order to prevent expense ratios 
from getting entirely out of hand, the 
fire reinsurance companies saw their 
normal treaty business evaporate. They 
were. under pressure to pay higher com- 
missions and to grant terms that were 
distasteful to them. 

_Moreover some of the reinsurers 
either set up facultative reinsurance de- 
partments or if they had been engaged 
in this activity in a minor way went out 
to expand their facultative writings. 
Also three or four of the reinsurers 
started to make appointments with gen- 
eral agents throughout the country. 

Facultative reinsurance was always re- 
garded as a sideline and was developed 
by several of the companies almost be- 
cause of desperation for premium vol- 
ume. Now that the treaty business is 
building up again at least one of the 
companies has withdrawn entirely from 
the facultative field and at least two 
others have virtually done so. One of 
these companies, for instance, in 1942 
wrote only about 10 percent as much 
facultative business as it did in 1941 
when its business amounted to $400,000. 
Another company is using its facultative 
department only as a means of making 
contacts that it hopes will eventuate 
some day in a treaty and virtually all of 
its facultative business is on a semi- 
treaty basis anyway. That is, the com- 
panies with which it does business have 
the privilege of binding the reinsurer 
although the latter may cancel within a 
specified time. 


Expensive to Handle 


Facultative business is expensive to 
handle. The underwriter usually lacks 
maps and underwriting data on which 
to base judgment, he has to depend to 
a considerable extent on getting a spread 
of modest acceptances and guessing on 
the quality of an offering by the reten- 
tion of the ceding company and what 
the other reinsurers are taking. The loss 
ratio usually runs several points higher 
than on treaty business and the expense 


ratio is also higher so that the profit 
opportunities are narrowed. 

Some of the companies that were ag- 
gressive in developing contacts among 
general agencies are now restricting 
their activities in that direction. They 
are eliminating those general agencies 
from which they have been receiving 
only a small volume of business and are 
concentrating on a few that are sub- 
stantial producers. Even though han- 
dling this business is somewhat more 
costly than putting through a treaty yet 
some of the reinsurers that have had 
a taste of general agency business are 
loathe to retire entirely from the field. 
They get from the general agents a 


‘classification of business that they are 


unable to get from a surplus line treaty. 
Analyze the Treaties 


Insofar as treaty business is con- 
cerned, the reinsurance managements 
are watching their accounts carefully 
and are striving to make each one stand 
on its own feet, so to say. There is no 
timidity about tackling these problems 
because the loss of a treaty is not nearly 
the calamity that it was to a reinsurer a 
few years ago. An account that has 
been habitually giving a poor experi- 
ence is analyzed in an effort to find the 
answer and when the bug is isolated the 
reassured is requested to accept amend- 
ments. Frequently it is found that the 
trouble lies in the fact that the treaty 
contains too many lines. For instance, 
it may be a 15-line treaty but the rein- 
sured during the year may have occa- 
sion only rarely to utilize the full ca- 
pacity of the treaty. Thus-the reinsurer 
may get 15 lines on perhaps only half a 
dozen industrial risks during the year. 
A single loss on one of those risks may 
cause the account to be unprefitable for 
a long time. If an amendment to the 
treaty reducing the number of lines to 
normal proportions seems to be the so- 
lution, the reinsurer points out to the 
management of the ceding company that 
the few dollars that can be made by oc- 
casionally handling a large line through 
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high capacity reinsurance accommoda- 
tions, may be far more than balanced 
by the loss of contingent commission 
when a loss occurs on one of these big 
risks. 


Net Retention Too Low 


Or, it may be that the trouble seems 
to spring from a too small net retention 
on the part of the originating company 
on unprotected business or other unat- 
tractive class. If so the reinsurer these 
days does not hesitate to get the treaty 
amended to correct that situation even 
though it may put the entire account in 
jeopardy. 

Sometimes a reduction in commissions 
seems to be the answer and occasionally 
that can be accomplished. The reinsur- 
ance men say that although the tendency 
towards increasing commissions for re- 
insurance business has been halted there 
is very little evidence of any trend in 
the opposite direction. 


Difference in Classes 


While the experience of any single 
company on individual classes within 
various classes of risks may fluctuate 
from year to year or for a period of a 
few years because of a large loss, as 
a whole the risks in the preferred classes 
have shown much lower average loss 
ratios than the risks in the other classes 
for a long period of years as well as for 
recent years. One reason is that the 
risks in these preferred classes do not 
have the severe occupational and manu- 
facturing hazards. Another theory is 
that the large industrial risks as a class 
are underrated when compared with pro- 
tected dwellings, apartments, schools, 
churches, etc. 

In some parts of the country there 
is too little difference in the rates be- 
tween protected risks and unprotected 
risks of the same class although in other 
parts of the country there seems to be 
an adequate distinction. In territories 
where the rates on unprotected risks are 
too low it is natural that the direct- 
writing companies would cut their re- 
tentions on the unprotected risks and 
feed the reinsurance companies very 
generously. 


Attitude of Examiners 


It is the practice of many direct- writ- 
ing companies, and this applies more 
particularly to the larger direct-writing 
companies, 
as much as possible, if not all, of their 
more desirable risks and reinsure with 
the reinsurance companies very liberally 
on the risks listed in the other classes, 
particularly the large industrial risks and 
the unprotected classes. In the case of 
many companies this selection against 
the reinsurance companies is undoubt- 
edly somewhat unintentional and arises 
from a natural desire of the examiner to 
keep as much as possible of the good 
business and reinsure as much as pos- 
sible of the less desirable. In the case 
of some companies this selection against 
the reinsurance companies goes further 
in that the direct-writing company varies 
its net retention greatly as between 
risks of the same class because it con- 
siders one risk more desirable than an- 
other from a_ housekeeping or moral 
hazard point of view. 

Reinsurers believe this attitude on the 
part of direct-writing companies is a 
mistake because ultimately they cannot 
hope to better their own situation by 
reinsuring their undesirable business 
with another company. Every company 
which accepts reinsurance has certain, 
fixed charges and handling expense 
which must be spread over all the busi- 
ness it accepts. One reinsurer, for in- 
stance, figures its overhead and han- 
dling costs at about 71% percent of the 
premiums written. Some reinsurance 
companies think they can get by for 5 
percent. When a direct-writing com- 
pany reinsures business with another in- 
surance company it must expect over 
a period to give the other company a 
margin of at least 7% percent or the 
contract will not stay placed. In the 
case of large lines where the placing of 
reinsurance will safeguard the direct- 
writing company from paying too large 


to absorb in their own nets: 


a loss on a single risk and thus produce 
an erratic loss experience the direct- 
writing company can afford to give the 
reinsurance company a margin of 7% 
percent for this service. But if small 
lines are reinsured simply because they 
are undesirable the direct-writing com- 
pany from a long range standpoint is 
accomplishing less than nothing and 
would be better off if it retained these 
lines and paid the losses rather than pay 
the reinsurance company a margin of 
7% percent for handling them. 


No Complete Answer 


The problem of what the reinsurance 
company can do to improve a bad con- 
tract is a difficult problem and there is 
no complete answer. One device is to 
require the direct-writing company to 
keep a larger minimum net on each in- 
dividual risk before it places reinsurance. 
This helps in the case of unprotected 
business where the lines are likely to 
be smaller but does not accomplish 
anything in the case of large indus- 
trial risks which the direct-writing com- 
pany is likely to be writing at a low 
commission and reinsuring at a higher 
commission. Another device is to re- 
duce the capacity in the reinsurance con- 
tract. This helps to give a reinsurance 
company a better spread but if the risks 
reinsured are underrated or undesirable 
from other standpoints simply reducing 
the capacity of the contract will not 
make the business profitable. Reducing 
capacity may also help to reduce the 
proportion of big risk business and thus 
make the whole contract slightly more 
desirable. Other devices are to reduce 
the flat commission in the reinsurance 
contract and compensate for this by a 
larger contingent which tends to make 
the direct-writing company more inter- 
ested in the risks under the reinsurance 
treaty. Application of these devices may 
help the situation but particularly if the 
direct-writing company is _ selecting 
against the reinsurer on individual risks, 
it becomes impossible to turn a bad re- 
insurance contract into a good one. 

The correct attitude for a direct-writ- 
ing company, reinsurance executives be- 
lieve, is to look at its gross business and 
realize, first, that the gross business 
must be made profitable and, second, 
that the reinsurers must be given a fair 
spread of the desirable as well as the 
undesirable business. Many of the di- 
rect-writing companies, particularly the 
smaller companies, have this attitude 
and are very serious about it. They 
pride themselves in having made money 
for their reinsurance companies and real- 
ize that they must do this in order to 
retain their reinsurance capacity and 
thus equip them to write lines of rea- 
sonable size. 

Second surplus treaties are in disfavor 
with many reinsurance executives today 
and it is not a desired type of business. 
The second surplus for a group of in- 
surance companies produces very largely 
industrial risks on which the experience 
has not been good. The business lacks 
spread and is pretty generally eschewed 
by the reinsurers today. 


Symptom of Good Business 


A symptom of good business in the re- 
insurance field is the absence of preoc- 
cupation on the part of the treaty re- 
insurers with the old issue of the 
obligatory treaty vs. the excess of loss 
or Carpenter plan contract. There is 
enough business to go around and each 
partisan is so busy with his own affairs 
that the issue simply does not exist to- 
day. Apparently the situation is fairly 
static. Those companies that are rein- 
suring under the Carpenter plan or sim- 
ilar arrangement are satisfied and con- 
tinuing as they always have but there 
has been no important switch on the 
part of any direct writing company from 
obligatory treaty reinsurance to excess 
of loss. The Carpenter plan advocates 
have something of a talking point these 
days in the fact that under an excess of 
loss arrangement a great deal of clerical 
work is eliminated for the direct writing 
company, but the leading proponents of 
the Carpenter plan are not attempting to 
exploit that advantage. They feel that 
no company should embark upon the 


excess of loss plan merely to save cler- 
ical expense. That is a collateral bene- 
fit which is claimed for the plan but it 
is not pushed as the main reason for 
switching over. 

One organization that is writing both 
excess of loss reinsurance and the treaty 
variety finds that the expense ratio un- 
der the former type is 14 percent where- 
as on treaty business the expense ratio 
is 43 percent. There is a great deal of 
statistical work involved in connection 
with the treaty business whereas the ex- 
cess of loss details can be figured by 
hand. 

There is some indication that during 
1942 the rate of premium increase has 
been greater with the reinsurers than 
with the direct writing companies. The 
theory is that during the infertile years 
the direct companies stretched their ca- 
pacity to the utmost and then when 
values increased and assured com- 
menced bringing their insurance cover- 
age up to the mark, a larger proportion 
of the increase fell to the reinsurance 
market than to the direct companies. 

Some of the direct companies have re- 
duced their percentage participation in 
reporting covers because of an increase 
in value. 

Some of the reinsurance companies 





have come to the conclusion that their 
best chance lies with the small and me- 
dium sized companies and single shot 
institutions rather than groups. ‘Such 
companies, they feel, have what might 
be called a normal need for reinsurance 
and give the reinsurers a much better 
spread and classification of business. 
Hence some of the companies of that 
conviction are taking advantage of the 
opportunity to get their business as 
largely on that basis as possible. They 
feel that it is not possible for them to 
make a good profit on the few peak lines 
that come to them after business has 
been absorbed by the various units in 
large group aggregations. 

With the huge valued risks that are 
related to the war effort requiring the 
assistance of every ounce of capacity 
in the insurance market, the reinsurers 
are naturally getting a pyramiding of 
liability on the same risks under their 
treaties. One or two of the reinsurers 
that undertake to map their business at- 
tempt to protect themselves through 
retrocession but most of the companies 
go on the theory that each treaty should 
be made to stand on its own feet rather 
than balacing one treaty against another 
and thus they are not concerned about 
the py ramiding. 











INSURANCE MEN IN ARMED SERVICES 





A number of men from the Kemper 
companies have entered service: C. J. 
Ingald, manager of the fire department 
in New York; Dr. R. F. Crawford, Chi- 
cago, as lieutenant in the army medical 
corps; F. V. Ludden, safety engineer 
and boiler inspector ‘at Boston, coast 
guard reserve; W. G. Ahl, underwriter 
in the Philadelphia office, lieutenant 
(j.g.) in the naval reserve; K. Cham- 
paign, underwriter at * a lieuten- 
ant in the army air corps; Hiram Wall, 
adjuster at Roanoke, Va., naval reserve; 
C. V. Barnhart, adjuster, St. Louis, lieu- 
tenant in the army air corps; L. H. 
Murdoch, adjuster, Chicago, lieutenant 
(j.g.) in the naval reserve; H. A. Lans- 
man, underwriter, Chicago, lieutenant 
(j.g.); A. H. Hamman, adjuster, Chi- 
cago, navy; L. W. Larson, field man, 
Chicago, lieutenant in the army air 
corps. 

S. L. Lucas, Virginia special agent of 
Home under State Agent Carl T. Lloyd, 
with headquarters in Richmond, has 
been commissioned a lieutenant, senior 
grade, in the navy. He has been as- 
signed to duty in the engineering branch. 

Jouett M. Hoffman, Jr., formerly con- 
nected with Hoffman’s Insurance 
Agency of Mt. Sterling, Ky., is now pri- 
vate first class at Fort Myer, Va. 

George Hoff, Jr., son of George Hoff, 
Milwaukee manager of U. S. F. & G., 
and formerly a cashier in that office, is 
taking his basic military training in fi- 
nance at the Fort Benjamin Harrison 
finance replacement training center. 

Preston Kendall, who before entering 
the service was with Washington Na- 
tional of Evanston, Ill., has been pro- 
moted to first lieutenant in the infantry. 
He had been second lieutenant. He is 
stationed at Camp Grant, Ill. His 
father is George R. Kendall, president 
of Washington National. Preston Ken- 
dall had been agency secretary of 
Washington National until about six 
months before entering the service, 
when he was attached to the investment 
department. 

D. G. Arter, special agent of Fire- 
man’s Fund in Salt Lake City, has been 
ordered to Cornell University by the 
navy department for training. He has 
been in charge in Salt Lake City for 18 
months and before that was in San Fran- 
cisco. 

Joe D. Iverson, local agent, has re- 
signed as a member of the city council 
of Lincoln, Neb., and turned over his 
agency to his partner in order to enter 
ermy service. He has been sent to Shep- 
pard Field, Tex. and assigned to the in- 
surance department. 

Arthur V. Norden, co-manager of the 
aviation department of the Associated 


Agencies of Chicago, has been commis- 
sioned a second lieutenant and has en- 
tered the Ferry Command at Romulus, 
Mich. Lieut. Norden is a licensed com- 
mercial pilot. He got his training sev- 
eral years ago at Pensacola, Fla., in 
the Navy. His brother, Raymond A. 
Norden, who was assistant manager of 
Aero Underwriters in Chicago, is also 
with the Ferry Command, being sta- 
tioned at Wilmington, Del. He is a first 
lieutenant. 


Russell H. Matthias of the Chicago 
law firm of Ekern, Meyers & Matthias, 
specializing in insurance work, has re- 
ceived a promotion to the rank of major. 
He is in the services of supplies head- 
quarters, War Department, Washington. 
He entered army service last June as a 


captain. He was with his family in 
Winnetka, Ill, during the Christmas 
holidays. 


Dwight D. Gutsch, formerly of the 
Mason agency, Salina, Kan., is now a 
corporal at Pope Field, Fort Bragg. 


Harlan Martin, formerly with the 
McNaghten agency, Hutchinson, Kan., 
is now a petty officer in the coast 
guard in New York City. 


Edward C. Gordon, former Kansas 
state agent of Western Fire, has been 
transferred from Camp Blanding, Fila., 
to the army finance school, Wake 
Forest, N. C. John R. Erickson, former 
eastern Kansas special agent, has been 
assigned practically the entire state since 
Mr. Gordon’s departure. 


George R. McCullagh, former man- 
ager of Travelers Fire in Kansas, with 
offices in Kansas City, is now stationed 
at Toledo, O., in the naval storekeepers 
school. 


Garnet P. Mason, formerly with the 
Beezley-Webb- Outland agency, Wichita, 
is now in the field artillery at Camp 
Claiborne, La. 


Willard A. Davis, freshman scholar- 
ship student at Illinois Institute of 
Technology in the fire protection course, 
formerly with the Kansas Inspection 
Bureau in Wichita, has enlisted in the 
signal corps. 


Lt. Wm. R. Piper, formerly with 
Dulaney, Johnston & Priest, Wichita, 
has been assigned to Barksdale Field, 
Shreveport, La., since receiving his 
wings from the army air school at 
Albuquerque. 


A. L. May, vice-president of Byrnes- 
McCaffrey, Inc., of Detroit, has been 
commissioned a ‘lieutenant in the naval 
reserve and will report to the naval sta- 
tion at Jacksonville, Fla. He was given 
a farewell luncheon by his associates. 








26 CASUALTY 


December 31, 1942 
































Is there NEED for 


Accident Insurance 
in Your Community 
2 


VERYONE is in a great hurry today. In many com- 
munities crowds of people are in a rush to get to work and 
in a rush to get home. Morning and night there is a con- 
gestion of people in busses, street cars and trains. All of 
these transportation facilities are busier than ever before. 
Also in spite of the forty-mile-an-hour program to reduce 
auto accidents, there are still far too many people being hurt 
in automobile accidents. 


In all the hurry and scramble prevalent in many com- 
munities, there is need for personal injury accident insurance 
protection. The alert producer will use these facts to persuade 
his uninsured customer of the present need for accident 
insurance. 


THE TRAVELERS 


Pioneer Accident Insurance Company in America 


HARTFORD . CONNECTICUT 
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Commercial Car 
Insurers Watch 
Changing Scene 


Underwriters Must Keep 
Up to Date on Develop- 
ments Daily 


Insurance people that are interested in 
the commercial car business both from 
the standpoint of cargo cover and third 
party liability have their hands full in 
keeping up to date with the many regu- 
lations of the Office of Defense Trans- 
portation in the field and in all the many 
changes that the war situation is daily 
bringing about. 

Currently there is the utmost interest 
in the proposed regulation that would 


set a top limit of 300 miles on truck 
hauls, That proposal is meeting with 
stiff opposition on the part of the Ameri- 
can Trucking Association and 
affliated organizations. If such a 
rule should be promulgated, then, 
of course, it would have an in- 
surance effect, since there would no 
longer be trucks in the 300 mile and over 
rate bracket. Presumably if 300 miles 
were set as the limit for long haul truck- 
ers, then even lower limits would be set 
for other classifications of trucks. 

Observers say that from a physical 
standpoint, the equipment of the larger 
truck lines is being kept in excellent con- 
dition and is being serviced better than 
ever but that about 60 percent of the 
trucks on the road are being put to 
harder use than they ever were. The 
smaller operators need to use every piece 
of equipment that is available, there is a 
scarcity of mechanics and they don’t 
keep the trucks at the docks long enough 
to have them kept in first-class condi- 
tion. 

It is expected that there will be a de- 
crease in commercial vehicle accidents. 
Those familiar with the field say that 70 
percent of the accidents in which a com- 
mercial car is involved are caused by 
passenger cars. There are very few 
cases were a truck meets a truck. Hence 
with a decline in passenger car traffic 
there should be a decrease in commercal 
car accidents. However, there has not 
been as much of a reduction in passen- 
ger car travel in many of the newly 
rationed states as many expected due to 
the fact that so many B and C books 
have been passed out. The lower speed 
limit should reduce accident severity. 

Training classes have been started for 
women drivers and before long it will 
not be uncommon to see women behind 
the wheels of trucks. Some believe that 
if a woman is able to stand the vibration 
of a truck she can handle light loads 
up to 200 miles. One complication is the 
variety of local state laws affecting em- 
ployment of women such as limitation of 
hours of work, prohibition of night work 
after a certain hour, size of packages 
they are permitted to handle, etc. 

The ODT in its so-called preventive 
and maintenance program has issued a 


Lloyds Stretches Facilities Reinsurers in 
Within Prudent Bounds 


There has been considerable discus- 
sion of the attitude of London Lloyds 
towards rates and limits under catas- 
trophe excess covers. Lloyds has had 
some sizable losses in the past year or 
two, particularly in the Fall River fire 
of the Firestone Rubber Company. And 
also Lloyds seems to be very much im- 
pressed with the concentration of values 
in this country. Contracts are being 
analyzed closely upon renewal and a re- 
insured these days considers itself for- 
tunate if it is able to obtain renewal at 
the same terms or at no higher terms. 

The Lloyds underwriters have un- 
doubtedly stretched their capacity to the 
limit to help take care of the tremendous 
wartime values in the United States, but 
as one prominent Lloyds representative 
expressed it: “They will not go to the 
point of being imprudent and of jeop- 
ardizing their indemnity.” 

Some of the Lloyds representatives as 
a matter of fact feel that Lloyds has 
extended itself proportionately a good 
deal more than have the American com- 
panies. There have been American com- 
panies that have written to Lloyds, stat- 
ing that in order to help meet the re- 
quirements of the government they have 
issued policies for higher limits but that 
inasmuch as their retention was already 
filled it was necessary for them to de- 


clare the entire excess amount to the 
Lloyds treaty. Lloyds under these cir- 
cumstances feels that the American com- 
panies have made no sacrifice whatso- 
ever but have merely put the entire bur- 
den on Lloyds. 


Guards Against Pyramiding 


Lloyds is watching very closely the 
pyramiding of liabilities in some of the 
huge war plants. Lloyds may find itself 
obligated under a catastrophe excess 
cover, under excess of loss arrangements 
with individual companies on the risk, 
perhaps of a marine insurer of values 
that would be exposed to the same loss, 
under facultative reinsurance arrange- 
ments, etc. And Lloyds is taking a firm 
negative attitude here and there when it 
is importuned to take additional liability 
after the Lloyds underwriters have a 
maximum exposure that is close to the 
prudent point. 

Under many of the Lloyds excess con- 
tracts in previous years there has been 
included a no loss bonus. Generally 
this provided that if the direct company 
produced no loss under the ‘cover for 
a period of three years it would be en- 
titled to a refund of 10 percent for each 
of those years or 30 percent on the third 
year’s premium. Such provision, it is 
said, is now prochenty maponemene to get. 
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large number of orders most of which 
are primarily for elimination of certain 
operations but so far the ODT has not 
issued any comprehensive set of rules. 
Casualty underwriters particularly have 
been waiting for the ODT to bring out 
such a program before action is taken on 
reducing insurance rates. 


Problems in Cargo Field 


Many problems are created for the 
cargo insurers because the truckers are 
hauling so much war material these days. 
One of the problems is to arrive at the 
proper limit of liability per load. Very 
often the declaration of values is at the 
election of a shipping clerk and his 
guesses are frequently far from the 
mark. For instance, recently a shipping 
clerk set a value of $10,000 each on the 
cargo of three trailers or a total of $30,- 
000. These trailers were brought into 
Chicago and while awaiting government 
orders it was discovered that the load in 
each trailer was worth about $300,000. 
The trailers while in Chicago for several 
days were left unguarded. Then another 
shipping clerk declared a load to be 
worth $200,000 whereas it only was 
worth $10,000. 

Another problem as far as cargo is 
concerned is that of salvage. The man- 
ufacturer or processor usually declines 
to take back the damaged cargo for re- 
conditioning and that means that the sal- 
vage value is reduced to the scrap 
market. 

Due to the extensive leasing of equip- 
ment and purchase of transportation 
there is considerable duplication of cov- 
erage and some are advocating a funda- 
mental change in the insurance system 
whereunder insurance would be issued on 
a given shipment rather than insuring 
a specific load on a specific piece of 
equipment. 

One of the questions that is continu- 


ally bobbing up is how to figure the 
gross receipts of a trucker when the 
P. L. and P. D. insurance is written on a 
gross receipt basis. That is, the ques- 
tion is whether to assess the insurance 
rates against the entire gross revenue of 
the trucker or to first deduct the amount 
spent by the assured for purchased 
transportation. There seems to be little 
uniformity on the part of insurers in 
their auditing practices and frequent dis- 
putes arise with the trucker on this 
score. Of course if the amount spent for 
purchased transportation is deducted, 
the insurer may desire to increase the 
premium rate so as to produce the 
amount of premium that is necessary to 
carry the risk. 

Underwriters because of some costly 
experience today are examining very 
carefully all trip and annual leases in an 
effort to avoid extending their liability. 





Arbitration Association 
Is Honoring Pink 


The American Arbitration Associa- 
tion is holding a luncheon in New York, 
Jan. 7, honoring Superintendent Pink of 
New York and President Justice Pel- 
ham St. George Bissell. Among those 
who will speak in appreciation of the 
honored guests are George S. Van 
Schaick, vice-president New York Life 
and New York state director of the Of- 
fice of Civilian Defense, who preceded 
Mr. Pink as insurance superintendent of 
New York, and Daniel Mungall, assist- 
ant U. S. attorney for General Accident. 
Mr. Pink and President Justice Bissell 
have been strong proponents of arbitra- 
tion as a method of settling disputes 
arising over accident claims and their 
joint efforts have been instrumental in 
the growth of the accident claims tri- 
bunal of the arbitration association. 


Casualty Field 
Close Fine Year 


Sharpest Increases in 
Surety and Compensation 
—Auto Is Big Question 


The automobile public liability rate 
reduction that cut deep into the vitals 
of this important segment of the busi- 
ness, will cause a corresponding evap- 
oration of automobile premium volume 
of the reinsurers. The decline in vol- 
ume will be felt most heavily by those 
reinsurance companies whose clients 
are primarily insurers of private pas- 
senger cars. The rates for trucks and 


buses have not been reduced and the 
reinsurance companies which have im- 
portant connections in this field and a 
smaller proportion of passenger car re- 
insurance will not suffer so heavily on 
1942 results. However, rate readjust- 
ments, it is believed, will be made in 
the commercial car field early in 1943, 

The reinsurance companies are ap- 
prehensive about the experience that 
may develop in the field of bus insur- 
ance but it may be said that they are 
less apprehensive than the direct writ- 
ing companies for the reason that the 
excess limits table in bus insurance is 
of comfortable proportions and most of 
the reinsurers could stand an increase 
in losses without flinching. Insofar as 
truck losses are concerned there are in- 
dications, the reinsurance companies 
believe, that a decided improvement has 
set in and this is most welcome, as the 
excess limits table has worked against 
the reinsurers in the past and it is a 
line that has not been desired. 


Bus Losses Feared 


The bus losses have tallen very 
heavily on one or two of the reinsur- 
ance companies this year and may be 
said to constitute the most conspicu- 
ous loss situation of the day in casualty 
reinsurance. There have been several 
long distance bus crashes in various 
parts of the country such as North 
Carolina, St. Louis and Louisiana, in 
which there has been heavy loss of life. 

Although some of these cases have 
not yet been settled, the fear is that the 
bus company will be held responsible in 
the final analysis because it is the one 
interest that has resources. There was 
one crash of a gasoline truck with a 
bus. It appears that the bus was pro- 
ceeding on a normal course on the 
highway but every effort will be made 
to hold the bus company liable, because 
the trucker did not have much insur- 
ance or other resources. 

The reinsurers feel that they should 
get manual rates from the direct writ- 
ing companies for the bus risk rather 
than merely getting a percentage of the 
premium which is the same percentage 
as for private passenger business. 

Some of the reinsurers fear that their 
treaty companies, faced with a declin- 
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ing volume of automobile premiums 
from the private passenger classifica- 
tion, will be tempted to take on com- 
mercial bus and truck business or else 
extend their operations in that field if 
they are already a factor in the busi- 
ness. Some of the reinsurers would 
even like to exclude bus liability from 
their treaties but they say that this 
would be a difficult task even if the re- 
assured should be willing to have it 
done. The types of bus risks that are 
regarded as acceptable by the reinsur- 
ance companies, are for instance city 
buses. In the city bus there may be an 
accident frequency problem but the 
catastrophe hazard is not nearly so 
pronounced. Occasionally a person is 
killed in a city bus accident but the 
cost is very likely to be within the re- 
tention of the ceding company. How- 
ever, in the interurban bus it is felt that 
the catastrophe hazard is paramount 
and that under the percentage plan of 
reinsurance the direct writing company 
is getting most of the premium, indeed 
more of the premium than is indicated 
on the basis of loss frequency while the 
reinsurer is getting only a minor por- 
tion and far less than is indicated on 
the basis of the catastrophe hazard. 


Unusual Hazards Seen 


The reinsurance companies feel that 
the national’ speed limit of 35 miles an 
hour will have a tendency to improve 
the situation but they also believe that 
there will be a constant temptation for 
the buses to exceed this limit on the 
longer runs. Moreover the buses will 
be well loaded and the equipment will 
not be kept in first class condition. 
There are some unusual hazards at the 
present, the highways being traveled by 
trucks loaded with munitions so that 
a collision might be very much more 
expensive than ordinarily. 

The reinsurers are also wondering 
whether there may not be a great in- 
crease in- severity of accidents involv- 
ing private passenger cars in view of 
the emphasis on the share-the-ride ar- 
rangements. : 


Surety Line Soars 


The surety business of the reinsur- 
ance companies has practically doubled 
this year as compared with 1941 and 
1941 was an exceptionally good year. 
The increase is due almost exclusively 
to contract bonds relating to the war 
effort. The capacity of the entire 
surety market has been needed and the 
reinsurance companies have been 
brought into the picture as never 
before. When the graduated rate and 
commission program was put into effect 
for surety bonds in connection with 
War Department contracts, the surety 
companies naturally felt obliged to ask 
the surety companies to accept a re- 
duced reinsurance commission. The 
surety people recognized the justness of 
the reinsurers position and they agreed 
to such a reduction. 

The reinsurer will show a big in- 
crease in surety premiums despite the 
fact that commencing in the fall the 
bottom dropped out of the contract 
bond field. 

The reinsurers that relish surety 
business feel that they have made some 
permanent gains as a result of being in 
demand to handle bonds related to the 
war effort. A number of direct writing 
companies have thus become accus- 
tomed to dealing with professional re- 
insurers on a regular basis and have 
been able to see at first hand some of 
the benefits. The usual reinsurance 
commission is 10 percent above the 
general agency scale and this has been 
a most acceptable profit. 


Gives Good Start 


One practical advantage of a treaty 
for surety lines is that the originating 
company can start out to get reinsur- 
ance or coinsurance from other direct 
writing companies in connection with a 
large kond in a more advantageous 
manner. The companies being ap- 
proached always inquire how much of 
the bond has already been filled and if 
the originating company is able to start 
off with its retention, plus that of its 
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Central Communications 
Marine Office Projected 


It is expected the federal government 
will shortly issue an order that will 
sanction the clearing of all outgoing and 
incoming cables between marine insur- 
ance interests of this country and 
London, through a central communica- 
tions office, putting an end thereby to 
the confusion and delay that has at 
times occurred in the recent past. 


$50,000 Extended Cover 
Loss from Explosion 


A $50,000 loss, fully insured under 
extended coverage, is expected to result 
from the explosion at the Electrocast 
Steel Foundry, Cicero, Ill, this week. 
The center section of the 467x105 feet 
building was badly damaged and glass 
and steel sashes in other sections were 
broken or pushed out, and walls were 
pushed by the force of the blast. 

The explosion occurred when three 
tons of molten metal from an electric 
furnace spilled over from a ladle into a 
pot that had water in the bottom. The 
water may have come in through the 
roof, where vents had been installed. 
The slag off the top of the big ladle of 
metal is skimmed off by tipping the 
ladle slightly into the pot after each 
“run.” The safety chain on the ladle 
which prevents it tipping more than a 
few inches, was not attached and the 
entire amount of metal went into the 
pot. 








treaty reinsurer it can make a much 
more impressive reply to that question. 

A number of companies that found 
themselves giving off a great deal more 
surety reinsurance to other direct writ- 
ing companies than they were getting 
back have patronized the professional 
reinsurance market rather generously. 
That has resulted in tending to cut 
down or eliminate the excess balances 
in reciprocal deals. Then the direct 
companies that had been getting more 
than they had been giving back but 
were striving to give off as much as 
possible in order to keep in the good 
graces of the other direct companies, 
were relieved of the necessity of try- 
ing to equalize the trade and hence they 
have been seeking out the professional 
reinsurers with an eye to the 10 per- 
cent profit. 

Although there are a _ variety of 
ways in which an obligatory surety 
treaty is constructed the most satisfac- 
tory arrangement from the standpoint 
of the reinsurer is one under which 
the direct company is given by the re- 
insurer perhaps a quarter or perhaps 
a half a line or even an entire line and 
agrees to cede to the reinsurer on every 
bond which it reinsures. 


Boiler and Machinery 


Another line that has been booming 
for reinsurers is boiler and machinery. 
This line has been subject to unusual 
activity with assured seeking higher 
and higher limits particularly in con- 
nection with use and occupancy. The 
reinsurers have been getting a large tn- 
crease in boiler and machinery through 
their regular treaty limits and in addi- 
tion they have been approached by the 
companies to help out on top lines fa- 
cultatively. Some of the reinsurers do 
not do any facultative business but are 
willing to accommodate treaty compa- 
nies on specific lines and have been able 
to lend a hand but this has necessitated 
the reinsurer in turn seeking assistance 
from London Lloyds. The reinsurers 
look upon boiler and machinery as a 
worrisome line. 

Burglary reinsurance premiums are 
sharply ahead. Perhaps it will turn out 
that the increase in burglary premiums 
will be proportionately higher on the 
part of the reinsurance companies than 
in the direct field. The activity in bur- 
glarly insurance is due to the interest 


Ill. Industrial Body 
Has No Right to Receive 
Self Insurance Deposits 


Federal Judge Sullivan of Chicago in 
a decision last week brought into seri- 
ous question the legality of some $2,- 
000,000 pledged as security by 2,000 IIli- 
nois firms that have that amount on 
deposit with the Illinois industrial com- 
mission to satisfy possible workmen’s 
compensation claims. 

Judge Sullivan’s ruling denies that 
the commission has any right to re- 
ceive such self-insurance deposits. The 
opinion was handed down in the case 
of the Pinkerton National Detective 
Agency in a suit to recover $10,000 from 
Fidelity & Deposit, which bonded Law- 
rence J. O’Connell, former chief exam- 
iner for the commission, for that 
amount, O’Connell is under indictment 
for allegedly misappropriating $54,000 of 
commission funds. 

The detective agency asserted it had 
deposited $10,000 in government bonds 
with O’Connell and that O’Connell had 
converted the securities to his own use 
as a pledge for a personal loan. The 
agency then brought suit against Fidel- 
ity & Deposit as surety on O’Connell’s 
bond. The court held that if the legis- 
lature had intended that the industrial 
commission should be given power un- 
der the act to serve as trustee or de- 
pository, it would have set out in plain 
and certain terms the manner in which 
it was to be done. O’Connell’s act in 
accepting the $10,000 from the Pinker- 
ton agency was “usurpation by the chief 
security examiner of a power which the 
commission itself did not possess.” 
O’Connell was acquitted on the first 
charge of misappropriation. 

Alfred J. Borah, chairman of the com- 
mission, said he would ask the attorney- 
general for an opinion before taking any 
action consequent on Judge Sullivan’s 
decision. He said he felt that the lan- 
guage of the workmen’s compensation 
act gave the commission full power to 
require security deposits from self in- 
sured firms. No refunds, he said, would 
be made until and unless he is ordered 
to do so. Following discovery of the 
alleged shortage in O’Connell’s accounts, 
Mr. Borah placed all of the self insur- 
ance funds in escrow, which would make 
misappropriation impossible. The money 
constitutes a guaranty fund which is 
used only if the firm fails to pay com- 
pensation losses. 

The $2,000,000 is a carryover from sev- 
eral years ago when extrahazardous risks 
could not get insurance, as they can now 
through the assigned risk pool operated 
by stock and mutual companies. The 
commission before the present adminis- 
tration gave such firms certificates, and 
excess cover was secured in Lloyds. 
The funds are still held because of un- 
settled claims against firms that put up 
the deposits. 








of commercial risks rather than house- 
holders and there have been some large 
lines placed. Merchants, unable to 
make replacements of many types of 
articles, sought to protect themselves 
in every way possible. They not onlv 
put a higher value on their goods be- 
cause of the lack of replacement oppor- 
tunity but they also fear that burglaries 
will increase due to an increasing de- 
mand for all sorts of articles and a cor- 
respondingly rapid decline in consumer 
goods that are available. The loss ex- 
perience in the burglary field has been 
excellent for the reinsurers. 


Liability Lines Hold Own 


The liability lines, automobile and 
otherwise, just about held their own this 
year and the experience is entirely satis- 
factory. Personal accident reinsurance 
has shown a rather weak tendency. 

There has been an increase in demand 
for huge limits of liability and property 
damage insurance on the part of such 
risks as utility companies. Some of the 
reinsurers regard the limits that are 
sought as entirely out of proportion to 
any loss possibility. There is not suffi- 


Kite President 
of Manufacturers 


Ohio Casualty Executive 
Heads New Subsidiary of 
Commercial Credit 


PHILADELPHIA—W. Stanley Kite 
has been elected president of Manufac- 
turers Casualty and Manufacturers Fire 
of Philadelphia, succeeding Wm. 
Fischer. This is part of the new pro- 
gram of operations following the pur- 
chase of these insurers by Commercial 
Credit Co. of Baltimore. New directors 
will be named at a meeting the last week 
in January. 

Arthur E. Benson, who until recently 
was secretary of Fire Association and 
before that was general counsel for Con- 
necticut Indemnity, has been elected a 
vice-president of Manufacturers Cas- 
ualty. 

Robert N. Rose, who has been a vice- 
president of Manufacturers for two 
years, so continues, and will devote his 
attention mainly to reinsurance. 

Mr. Kite resigned his position as vice- 
president in charge of the eastern de- 
partment of Ohio Casualty in Philadel- 
phia which position he has held since 
1940. No successor has as yet been 
named. 

He is a native of Philadelphia and 
well experienced, having served General 
Accident in the United States home 
office; Globe Indemnity, Philadelphia 
branch; Fidelity & Casualty, bonding 
department; Stokes-Packard & Smith, 
in charge of agency development; sec- 
retary of Edward W. Patton Co., large 
fidelity and surety agents, also in Phila- 
delphia. He opened the Philadelphia 
branch of Hartford Accident, where he 
served as manager for 18 years, going 
with the Ohio Casualty in 1940. 

Mr. Kite is a past president of the 
Casualty Underwriters, and Surety 
Underwriters of Philadelphia and past 
president of the Insurance Society of 
Philadelphia. He is a director in the 
Insurance Federation of Pennsylvania. 

Stockholders of Pennsylvania Casualty 
have voted to increase the authorized 
capital stock from $500,000 to $2,000,000 
and to enlarge the charter powers to 
embrace all casualty lines and to change 
the business office from Lancaster, Pa., 
to Philadelphia. The executive offices 
remain in Baltimore. 

Last August more than 95 percent of 
the stock of Pennsylvania Casualty was 
purchased by Commercial Credit Com- 
pany of Baltimore. Commercial Credit 
has also acquired about 90 percent of 
the stock of Manufacturers Casualty of 
Philadelphia. 








cient capacity in the domestic reinsur- 
ance market to take care of these de- 
mands but that does not mean that 
there is need for additional reinsurance 
facilities in this country in the casualty 
field. These top limit lines do not pro- 
duce much of a premium but they do 
constitute an underwriting problem. It 
is here that Lloyds must be relied upon 
almost exclusively. 

Here and there demand has arisen on 
the part of casualty companies for quota 
share reinsurance because of increasing 
reserve requirements. Some of the 
smaller companies that have been grow- 
ing in recent years and have developed 
quite an agency plant have found that 
they are unable to take care of their 
business without causing a decrease in 
surplus and they have asked the reinsur- 
ance companies to take over a portion 
of their business on a pro-rata basis. 
Such companies that have exhibited 
sound underwriting judgment and indi- 
cate a desire to grow in a wholesome 
way have little difficulty in getting such 
assistance but the plunging type of oper- 
ator who may have some lessons to learn 
is not as well received. 


The growing companies that have 
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New Boiler 
Rating Plan 
Effective Dec. 28 


Equity Rating Where Per- 
mitted—25°/, Limit on Pre- 
mium Increase Elsewhere 


NEW YORK—Formal announce- 
ment was made Wednesday by the 
National Bureau of Casualty & Surety 
Underwriters that the resignation of 
Hartford Steam Boiler had been ac- 
cepted, effective Jan. 1. The conflict 
was discussed at a meeting of members 
of the boiler and machinery division 
Monday, but the differences could not 
be reconciled. 


The National Bureau of Casualty & 
Surety Underwriters last May issued a 
new boiler and machinery manual, which 
introduced a distinctly different rating 
method. Application of the program re- 
vealed that radical changes in premiums 
resulted in a number of risks. To meet 
the condition the bureau adopted as of 
Dec. 28 an individual rating plan under 
which rates in states permitting such 
method may be submitted for approval 
that will produce premiums commensu- 
rate with individual requirements. 

In other states a filing has been made 
to enable companies to limit the 
premium increase on any boiler risk un- 
der the new manual to 25 percent over 
that which would have been produced 
under the manual that was in force prior 
to May 18. Both plan and filing are 
retroactive to inception of policies writ- 
ten in accord with the new manual regu- 
lations. 





Auto Insurer Asks Suit 
Delay: Assured in Service 


Milwaukee Automobile, mutual in- 
surer, has asked the Wisconsin supreme 
court for a writ to prohibit a personal 
injury suit involving it until after the 
war, contending that it is entitled to a 
delay under the soldiers’ and _ sailors’ 
relief act because its assured is now in 
service. The case is of wide interest 
because of numerous other suits involvy- 
ing men in service. 

The case is that of Milwaukee county 
and Joseph Lendowski against Milwau- 
kee Automobile and two interpleaded 
defendants, M. M. Costigan and Robert 
Boettcher. Lendowski was injured Feb. 
5, 1940, when an automobile driven by 
Raymond Ihling, now a private in the 
army, crashed into the rear of a truck 
on which Lendowski was riding. As 
Lendowski climbed from the truck to 
see whether anyone in Ihling’s car had 
been hurt, he was struck by an automo- 
bile driven by Boettcher. Ihling was 
insured by Milwaukee Automobile. 


Compensation Recovery Sought 


Lendowski was employed by Milwau- 
kee county, and the latter sued for the 
$1,025 it had paid Lendowski in work- 
men’s compensation, while Lendowski is 
suing for $5,000 damages. 

The circuit court granted a motion 
to dismiss the case as to Ihling. The 
county and Lendowski are not inter- 
ested in securing the money from Ihling 
himself, but from the insurer. The case 
was set for trial Jan. 18, but the insurer 
then appealed to the supreme court for 
a writ. Arguments will be heard by the 
supreme court at Madison Jan. 8. The 
insurer contends that Ihling, who would 
be a witness, is not available because of 
military service. 


Employer Can 
Change Group A.&H. 
Insurer at Will 


The federal court for the southern dis- 
trict of Maine has given a decision 
against Boston Casualty which alleged 
that the Bath Iron Works, in switching 
its group A. & H. contract to Union 
Mutual Life from Boston Casualty and 
barring access of the latter’s agents to 
its employes was wrongfully interfering 
with Boston Casualty’s business. 

The court dismissed the complaint. It 
held that the corporation was merely 
exercising its freedom to select the per- 
sons with whom it desired to do busi- 
ness and to recommend, in good faith, 
to its employes the person with whom it 
desired, or for any reason thought wise, 
that they should do business. 

Boston Casualty had built up a con- 
siderable business with employes of the 
corporation, with the latter’s permission. 
To facilitate collection of premiums the 
plaintiff had an arrangement with the in- 
dustrial concern whereby, at the request 
of insured employes, premiums due Bos- 
ton Casualty were deducted from pay 
checks and paid directly by the employer 
to the insurer. This arrangement had 
continued for some years when it was 
discontinued by the defendant, which 
then made a similar arrangement with 
Union Mutual, of which company the 
president of the Bath Iron Works was a 
director. 

In both cases, the court points out, 
the service rendered by the defendant in 
collection of premiums was gratuitous 
and not based on any contract. Boston 
Casualty charged that agents of Union 
Mutual were permitted to solicit insur- 
ance in the plant to the exclusion of 
agents of Boston Casualty, and that 
Union Mutual agents made use of the 
lists of insured employes furnished the 
defendant by the plaintiff. This was a 
“violation of confidence” and caused the 
plaintiff irreparable damage, it alleged. 
By furnishing lists and by suggestions to 
its employes and otherwise Bath Iron 
Works favored Union Mutual at the ex- 
pense of Boston Casualty, the company 
charged, and this constituted pressure 
on employes to act as they otherwise 
might not, and unlawfully interfere with 
the plaintiff’s business. 


Plaintiff Not Injured 


The court concluded that the facts al- 
leged do not necessarily show a purpose 
intentionally to injure the plaintiff in its 
business. A more reasonable interpreta- 
tion is that the Bath Iron Works, hav- 
ing for some time favored Boston Cas- 
ualty, for reasons best known to itself 
decided to favor Union Mutual instead. 
It might have made the change for any 
one of several legitimate reasons; that it 
considered Union Mutual policy more 
advantageous to policyholders; that it 
preferred to do business with a local 
concern; that its management desired to 
favor the local company for any business 
reason. The defendant had no contract 
with the plaintiff and was at liberty to 
transfer its favor to another insurance 
company at will. 

The court held that lists of the de- 
fendant’s own employes were not trade 
secrets, nor, under the circumstances, 
were they secrets at all. The defend- 
ant, in deducting the premiums, neces- 
sarily knew the amounts and the names 
of its insured employes. Boston Cas- 
ualty could not create a proprietary right 
in the names by calling the list confi- 
dential, nor thus create a binding obliga- 
tion on the defendant who was acting in 
the matter only gratuitously and for the 
benefit of the plaintiff. The information 
was nothing more than was readily 
available to the other insurance com- 
pany through its canvassers for business. 

The grievance of the plaintiff seems 
to be that special favors are granted in 
permitting agents of the Union Mutual 
access to the plant and employes while 
prohibiting agents of Boston Casualty to 
solicit accident and health business in 
the plant. However, the court stated, 


Employers Reinsurance 
Sizes Up the ‘42 Record 


From the vantage-point of a reinsurer, 
the management of Employers Reinsur- 
ance of Kansas City sees the casualty 
year 1942 rolling off the assembly-line 
with over-all results approximately nor- 
mal. Changes in some lines have been 
offset by those in others, so that the 
experience in general balances out satis- 
factorily, as disclosed by the more inti- 
mate view obtained by this reinsurer. 

Anticipated changes in automobile 
lines which were causing underwriters 
the most concern early in the year have 
not been as disturbing as they could 
have been. Carriers as a whole have 
exercised commendable ingenuity to 
spread into other casualty lines to make 
up the loss in automobile volume. In 
coastal areas and inland where heavy 
war contracts are running, automobile 
volume has actually increased in some 
degree. 

Newcomers in other liability lines are 
the comprehensive covers, for both in- 
dustrial and agricultural operators; ex- 
perience on these is still in the making. 


Compensation Jumps Up 


Compensation, of course, jumped up 
in spots where war contracts were lo- 
cated. The government’s comprehensive 
rating plan applies to much of the new 
volume, and acts as a sort of stop-loss 
feature, with acquisition expense out of 
the picture. Only moderately increased 
reinsurance premium has developed in 
connection with these covers. 

Following government requirements in 
connection with heavy contracts for ma- 
teriel production, surety showed marked 
increased activity. Also, the rapid 
changes in personnel due to replace- 
ments of men gone to service and to 
added employes required by increased 
business have contributed toward em- 
ployers becoming more fidelity - con- 
scious, with corresponding build-up in 
premiums in this line. Total volume is 
up, notwithstanding downward revisions 
in rates in some fidelity classes. 


Bond men in the Employers point out 
that a portion of the increase in fidelity, 
and possibly some miscellaneous surety 
classifications, is due to continued con- 
sistent work of the underwriters on the 
normal lines, begun in normal times and 
carried through, as distinguished from 
the unusual war work demand. The 
trend of experience in these lines is good 
at present, but the future is regarded 
with considerable uncertainty. 


All-American Facility 


The Employers is, of course, in the 
six-company casualty reinsurance pool 
formed to supply excess and catastrophe 
on munitions jobs. This all-American 
facility also is an admirable example of 
quick and effective cooperation; it is 
functioning exactly as designed and ex- 
pected. 

Formation of the pool for handling 
civilian accident and health in connec- 
tion with war work activities has not 
developed large volume. This has been 
ideally acquired, with no over-selling and 
no over-buying, and it is anticipated that 
it will continue to balance itself nicely 
as public demand develops. Formation 
of this pool has demonstrated the ex- 
cellent cooperative spirit of the insurers 
as well as the ease with which they can 
set up a working plan in a relatively 
short time. ‘ 

From Employers’ conning-tower, the 
1942 casualty picture would seem satis- 
factory as a whole, beth as to service 
being supplied and general experience 
developed. Reflecting national condi- 
tions, the Employers’ volume for the 
year will be up substantially with loss 
ratio anticipated in a slight decrease. 
This fits accurately with the over-all 
barometer of the casualty lines. The 
Employers shows its usual performance 
in earnings and dividends for the year; 
reports no major disturbance in staff 
from transplanting of key executives 
into the armed services. 








Boston Casualty on the facts alleged did 
not acquire any right to do business in 
the defendant’s plant, nor is there any 
reason why the defendant should not 
give the other company such right as it 
pleased. 


Auto Death Record 


For the week ended Dec. 19, motor 
vehicle fatalities were 27.9 percent below 
the record for the corresponding week 
of 1941, according to the Bureau of the 
Census. For the first 50 weeks of this 
year the fatalities were 16.9 percent be- 
low the corresponding period of 1941 
and 10 percent below the three year me- 
dian of 1939-1941. 








D. K. MacDonald, president of Carter, 
MacDonald & Co., Seattle brokerage 
firm, has been nominated without op- 
position for a second term as president 
of the Seattle chamber of commerce. 
The election will be held Jan. 16. 


F. & D. Calendar for N. Y. Lawyers 


For the convenience of lawyers the 
New York City branch of Fidelity & 
Deposit has issued in wall calendar 
form, a complete list of assignments of 
justices of all state, county and munic- 
ipal courts for 1943, together with the 
— address and telephone number of 
each. 





C. S. Eliott, founder and chairman of 
the Buffalo Agency of Calvin S. Eliott 
Company, which had represented Trav- 
elers for 51 years, died at his home in 
Greenwich, Conn. 

John B. Rooney, assistant secretary of 
Commercial Casualty and Metropolitan 
Casualty, has been appointed a member 
of the Newark board of adjustment. The 
post pays $2,000 per year. It will in no 
way affect his insurance connections. 


Navy Drops A. & H. 


for Pilot Trainees 


NEW YORK—As a result of its re- 
cent move in giving full enlisted status 
to its full-time pilot trainees taking civil- 
ian pilot training courses, the navy will 
no longer require them to be covered for 
accidental death and dismemberment and 
hospital and medical expenses for acci- 
dents and sickness, which are otherwise 
required for all C. P.T. students. Liabil- 
ity coverage is still required, however, 
just as in the past. 

The accident and sickness insurance 
requirement still applies to naval extra- 
curricular trainees—college students who 
are taking C.P.T. courses and who have 
agreed to enlist in the navy on comp- 
letion of training—and to army and 
marine corps trainees, whether full-time 
or extracurricular. 

Removal of the personal accident and 
sickness requirement for full-time navy 
trainees starts with class 43-D which 
began Dec, 15. Coverage on trainees in 
Class 43-C, which is virtually completed, 
is not being cancelled, but is being al- 
lowed to run to expiration. 

As a double check to make sure that 
no naval full-time trainees are covered 
for personal accident and sickness insur- 
ance, producers handling this business 
have been requested to indicate on the 
liability enrollment form the status of 
each student listed, that is, whether he 
is army, navy or marine corps. 





Lawrence Dean of the Thomas Hop- 
kins Agency won the $25 war bond 
given as a door prize at the luncheon 
meeting of the Pittsburgh Association 
of Accident & Health Underwriters. 
The meeting featured a round table dis- 
cussion. 
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National A. & H. Association 
Winter Meeting Called Off 


The winter meeting of the National 
Association of Accident & Health 
Underwriters, tentatively scheduled for 
Chicago Jan. 18-19, has been called off 
on account of the transportation situa- 
tion. 

A meeting of the National association 
executive board will be held at the 
Hotel LaSalle, Chicago, Jan. 19, and all 
association members who can possibly 
do so are invited to attend that meeting 





Research Director for 
Insurance Economics Society 


Gerhard Hirschfeld, research expert, 
statistician and writer on economic 
topics, has been appointed research di- 
rector of the Insurance Economics So- 
ciety, it is announced by Harold R. 
Gordon, managing director. 

For more than 12 years Mr. Hirsch- 
feld has written on economic and social 
problems for “Barron’s,” “Annalist,” 
New York “Journal of Commerce,” 
“Vanity Fair,” and other publications. 

Out of his research experience he de- 
veloped in 1933 an information service 
called “Facts” and later on a special 
service for newspaper editors called 
“Editors’ Service.” For two years be- 
ginning in 1936 he was employed by 
Henry’R. Luce of “Time” magazine in 
a special research capacity, and in 1938 
he assumed a research assignment with 
the Phelps-Dodge Corporation. The 
past year he has served as research 
editor for the Spectator Company, and 
for ten years previously he was a regular 
contributor, writing on life insurance 
topics. 

As research director of the Insurance 
Economics Society, Mr. Hirschfeld will 
begin a series of studies on the accident 
and health business and its relation to 
social security programs, and will make 
detailed studies of the social security 
act. 


Paul B. Banks Takes 
New Philadelphia Post 


Paul B. Banks has become associate 
manager in Philadelphia of United Ben- 
efit Life and Mutual Benefit Health & 
Accident, under D. S. Walker. Mr. 
Banks will have charge of the life bro- 
kerage department as well as continu- 
ing his personal production. He leaves 
Equitable Society, with which he has 
been connected for 11% years. Prior 
to that he was with National Life for 
9Y years. 

Mr. Banks is a member of the Mil- 
lin Dollar Round Table, is a past presi- 
dent of the Philadelphia Life Underwri- 
ters Association, past president of the 
Philadelphia C. L. U. chapter and is 
regional vice-president of the Pennsyl- 
vania State Life Underwriters Associa- 
tion. 

The Walker agency started from 
scratch 10 years ago, wrote a volume 
in 1941 of $8,800,000 and is well over 
the $8,000,000 mark for 1942. The ac- 
cident and health premium income ex- 
ceeds $500,000. 


PAYROLL AUDIT SERVICE 


K. L. PEARCE COMPANY 


— Audits Since 1920 — 
PROMPT — COMPLETE 
Iowa, Michigan, Missouri, 


Minnesota. Dakotas, Nebraska, 
Illinois, Indiana. 





627-28-29 Insurance 
Exchange Building 
Des Moines, Ia. 


330 So. Wells 
Chicago, TIL. 











War Clause Restrictions 
Liberalized by Hoosier 


Hoosier Casualty is issuing a special 
military or naval service endorsement to 
be attached to accident and health poli- 
cies of men not in combat service and 
whose duties in military life do not es- 
sentially differ from those in civilian life, 
with no additional premium. 

Full coverage is provided in the United 
States and in Canada south of the 55th 
degree of north latitude except where 
losses are caused by the use or discharge 
of any missile (including liquids and 
gas), weapons, explosive or other noxi- 
ous thing by an enemy or during an at- 
tack or an imagined attack by an enemy. 

As such risks have to be given indi- 
vidual consideration the rider will be is- 
sued only in the home office. In submit- 
ting requests for the issuance of the 
rider the agent must give full informa- 
tion concerning the policyholder’s duties. 





Vt. Accident Increases Capital 


Vermont Accident of Rutland has ob- 
tained approval from the insurance de- 


partment of an amendment to its articles 
increasing the stock from $10,000 to 
$100,000. Vermont Accident was organ- 
ized in 1906. Its authorized capital has 
been $100,000 but $10,000 has been its 
total paid in capital. 


Cordial Welcome to O’Connor 


The cocktail party given at the Union 
League Club in Chicago by executives 
of Chicago accident and health com- 
panies for E. H. O’Connor, executive 
director of the Insurance Economics 
Society, served officially to welcome Mr. 
O’Connor to the city. Before taking his 
new position Mr. O’Connor was agency 
director of the accident and health di- 
vision of Provident Life & Accident. 
C. O. Pauley, secretary of Great North- 
ern Life and president of the Insurance 
Economics Society, proposed a toast to 
Mr. O’Connor. The latter in respond- 
ing stated that it is important to mo- 
bilize sentiment in the insurance busi- 
ness against surrendering to such things 
as the Beveridge plan and foreign ideol- 
ogies. 


Hough Heads Home Office Unit 


P. B. Hough, Jr., has been appointed 
manager of United States Life’s branch 
office in the home office building at 101 
Fifth avenue, New York City. The 








agency will specialize jin accident and 
health. 

Mr. Hough was previously manager 
of the insurance department of H. F. 
Colwell & Sons, New Rochelle, N. Y. 
Prior to that he represented Connecticut 
General Life for several years. 


Leonard Los Angeles Secretary 


George Howell, Maryland Casualty, 
newly elected president of the Accident 
& Health Managers Club of Los An- 
geles, has named Arthur Leonard, Hart- 
ford Accident, as secretary-treasurer. 


Norton Heads Inland Mutual 


W. H. Norton, formerly vice-president 
and general counsel of Inland Mutual of 
Huntington, W. Va., has been elected 
president succeeding W. O. Nicholson. 
L. A. Polk, formerly secretary, is now 
secretary and general manager. 


Auto Rejected Risk Pools 


NEW YORK—tThe intended early 
establishment by the Pennsylvania de- 
partment of its plan for an assigned risk 
pool for automobile liability risks in- 
creases to 12 the number of states hav- 
ing such schemes in force, and Oregon 
will probably soon establish a similar 
program. 









































PETERSON GLASS COMPANY’S SURVEY 
SERVICE SHOWS HOW YOU CAN DO IT 





You are invited to use the Peterson Survey 
Service to help your Detroit office or agents 
quote rates on plate glass insurance risks. 


Our files contain reports on over 18,000 De- 


troit stores. These can be of considerable 
help to you in reducing your plate glass loss 
ratio in the Detroit area. On locations not 
in our files, we wll gladly make a survey. You 
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will find our service quick and accurate. 


The survey form shown here is that of an 
actual case giving the complete history of 
replacements made by us. This data is of 
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real value to you. We invite those com- 
panies writing plate glass coverage in 
Metropolitan Detroit to use this survey 
service. There is no cost or obligation. 
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PETERSON GLASS CO, 2833 JOHN R $7, DETROIT 
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ANOTHER NEW POLICY 
LEADS AMICO AGENTS TO BIGGER PROFITS 


The AMICO $10 Non-Occupational Personal Accident Pol- 
icy is a Best Seller. Agents’ success stories with this policy are 


coming from all over the country. 


One agent in North Carolina selling this policy over 
the phone earned $108.50 in commissions, in just one 


hour and 47 minutes—more than $1.00 a minute. 


In a town of less than 800 inhabitants another agent in 
New York netted a commission income of more than 
$1150.00 on this policy since it was first brought out last 
spring. 

These are examples of the growing demand for this out- 
standing AMICO protection. The non-occupational accident 


policy is but one of the many broad forms of coverage leading 


AMICO agents to bigger sales and profits. 
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AMICO AGENTS GET MORE BUSINESS 
AND BIGGER PROFITS BECAUSE ... 


AMICO is a MULTIPLE-LINE participating stock com- 
pany, that always has paid its policyholders substantial divi- 
dends at the end of their policy terms. 


AMICO’s Sales Helps and Safety Engineering and Claim 
Service get results and help you get and hold the business. 


AMICO’s Plans of Action set a course of work to do, and 
how to regulate and route your calls to save time and tires. 
They reach the buying public, and indicate the ways to make 
insurance fit into a streamlined war budget. 


COME AND GET IT! 


Here are the AMICO tools for YOU to get a larger volume 
of business and bigger profits. An ever increasing number 
of prospects want the broad forms of protection that 
AMICO has provided at a saving. Find out about the 
American Motorists franchise in your community. Just 
write on your letterhead today. 
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PLATE GLASS — FIDELITY BONDS 


Jomes S$. Kemper, President 
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FIDELITY AND SURETY 





Careless Writing 
of Bonds in Pa. 
Is Alleged 


Auditor General Ross of Pennsylvania 
has charged that bonds in the amount of 
$1,000,000 covering employes and agents 
of the state department of revenue were 
defectively executed due to “grave irreg- 
ularities and flagrant laxity.” 

Auditors during the course of a re- 
cent examination, according to Ross, 
discovered hundreds of improperly 
executed bonds, which would make it 
difficult for the state to recover for 
losses due to dishonest acts. Many 
bonds, he stated, were filed without the 
signature of the agent and many times 
the power of attorney of the bonding 
company was omitted. Also the signa- 
ture of the attorney authorized by the 
surety company to issue the bonds was 
not sworn to where required. In other 
cases the signature of the employe or 
the surety company’s agent was not wit- 
nessed as required. 

The department of justice some time 
ago approved a simplified bond form for 
use of certain bureaus of the department 
of revenue but nevertheless the bonds 
were improperly executed. Apparently 
the bonds were received and filed with- 
out examination to determine whether 
they were properly executed. 


No Excuse Is Offered 


Surety company officials have no de- 
fense to offer for the reputed careless- 
ness of many of their representatives in 
Pennsylvania in issuing improperly 
executed bonds to the revenue depart- 
ment. That the bonds were not exam- 
ined by the responsible state officials to 


see that they were properly written does 
not in the least excuse the shortcomings 
of the surety agents and company 
executives hold the criticism to be 
wholly justified. 

What executives regret, however, is 
the implication that may be drawn from 
the published statement by the public 
that the neglect of agents to attach their 
power of attorney to bonds, failure to 
notarize the instrument or otherwise to 
comply in every respect with the Penn- 
sylvania law, would invalidate the obli- 
gation of surety. No company would 
consider denial of liability for any such 
reason. 

That the condition pointed out existed 
was news to head office men. The gen- 
eral practice is to allow local represen- 
tatives to issue these bonds within 
prescribed authority, and to send full par- 
ticulars to headquarters only when the 
assumed obligation amounts to $10,000 
or more per bond, those for lesser fig- 
ures being reported by memorandum 
setting forth the name of the assured, the 
amount and the premium. Most of the 
revenue bonds mentioned by Mr. Ross 
are for $1,000 each, and are of the stan- 
dard form. 





Surety Companies Seek 
More Fidelity Business 


With federal contract bonds off, com- 
panies writing surety business are urg- 
ing their agents to become better ac- 
quainted with other lines and develop 
their salesmanship. Surety men agree 
that fidelity bonds offer the line of least 
resistance but yet the business requires 
salesmanship. The times and conditions 
they agree are ripe for such new busi- 
ness. Many concerns are appointing 
new and inexperienced help whose rec- 
ords probably have not been studied as 











FROM LITTLE ACORNS GROW. 


ND many a substantial insurance account has 
grown out of a small Personal Accident policy! 
General Accident’s facilities in Accident and Health 
lines are unexcelled —and so are the complete 
Casualty, Fire and Marine facilities available to all 
agents and brokers representing the 
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Agency Department, General Buildings, Philadelphia, Pa. 


they should. There are more people 
handling goods and money. In recent 
times there have been a number of 
trusted employes who have been found 
guilty of embezzlement. Surety men 
say that particularly offices and small 
business houses are excellent prospects. 





Treasurer Can't Select Surety 


ST. PAUL—A county treasurer in 
Minnesota may not select his own surety 
unless approved by the county board, 
Attorney-general Burnquist has ruled. 
The treasurer of Houston county, re- 
cently re-elected, made arrangements for 
a surety bond through a local agent. 
The county board refused to approve 
the bond but did agree to approve a 
bond through another local agent. 

The treasurer took the position that 
he could pick his own surety company 
and that the county board had no right 
to designate who the surety should be. 
The attorney-general held the board had 
that right. 





Neb. Case Interests Sureties 


LINCOLN, NEB.—In a case which 
has interested surety companies, the 
state supreme court has ruled that em- 
bezzlement of public money as defined 
by state statutes applied only to officers 
or persons charged by law with the per- 


formance of duties 
tioned in the statutes. 

The decision releases from prosecution 
three employes of the clerk of Douglas 
county, now in prison for embezzlement, 
who were charged at the same time 
that he was. The decision reaffirms in 
part one handed down 45 years ago in 
the case of a state auditor, then head 
of the state insurance bureau, who em- 
bezzled a large sum representing fee 
payments from insurance companies. 
The court freed him on the ground that 
he was not authorized by law to collect 
the moneys. 


specifically men- 





Boost Electrician Bond Rate 


ST. PAUL—Because of a supreme 
court decision making the liability of a 
surety substantially greater, the pre- 
mium on a $5,000 bond required by the 
state of Minnesota in connection with 
the licensing of master electricians has 
been increased from $10 a year to $50 a 
year. 








Mark G. Jensen, manager of the casu- 
alty derartment of Travelers in Cincin- 
nati, became the father of a baby boy. 

L. S. Moorhead and H. B. Humphry, 
president and vice-president of Associ- 
ated Indemnity, are observing their 20th 
service anniversaries. 
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CASUALTY INSURANCE COMPANY 
Home Office + Hamilton, Ohio 


SURPLUS $2,476,709.43 
Assets $11,008,160.57 


Full Coverage Automobile 
Special Automobile Accident 
Fidelity & Surety Bonds 

Plate Glass - Liability 


Compensation 


— Other Offices — 


Columbus - Dallas - Denver - Detroit - Des Moines 

Harrisburg - Indianapolis - Los Angeles - Louisville 

Milwaukee - Oklahoma City - Peoria - Philadelphia 

Pittsburgh - Portland - San Francisco - Seattle 
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CHANGES 





. Oklahoma mana- 


Fireman’s Fund 


Promotes Six 


SAN FRANCISCO—W. A. Walker, 
H. E. Knoblock and R. W. Stewart of 
the eastern department of the Fireman’s 
Fund Indemnity in New York and Fred 
J. Butcher, San Francisco, have been 
elected assistant vice-presidents of the 
Fireman’s Fund Indemnity and Occi- 
dental Indemnity. Harry F. Legg, as- 
sistant vice-president of Fireman’s Fund 
Indemnity, also has been elected assist- 
ant vice-president of Occidental Indem- 
nity. R. H. Caplan, Jr., in charge of 
accounting and auditing in the New 
York office, has been advanced to as- 
sistant secretary. 

Mr. Walker joined the eastern depart- 
ment of Fireman’s Fund in 1933 and 
five years later was elected assistant 
secretary in charge of agency develop- 
ment, continuing his former duties as 
superintendent of claims. Mr. Knob- 
lock joined the eastern department in 
1930 and five years later was appointed 
assistant secretary in charge of casualty 
underwriting. Mr. Stewart, former San 
Franciscan, joined the organization in 
1935, when he was elected assistant sec- 
retary in charge of fidelity and surety in 
New York. 

Mr. Butcher has been with the Fire- 





New President of 
Tulsa Insurer 


man’s Fund Indemnity in San Fran- 
cisco since 1930, coming from Hartford. 
Mr. Legg joined the eastern department 
in 1930 as an assistant secretary and 
was advanced to assistant vice-president 
of the Fireman’s Fund Indemnity five 
years later. 


COMPENSATION 














Shelby H. Green, who has just been 
elected president of Insurors Indemnity 
of Tulsa, has been 
in the casualty 
business since 1912. 
He started with 
Western Casualty 
& Guaranty in that 
year and in 1922 
went with Employ- 
ers Casualty as 


ger. In 1937 he 
organized Insurors 
Indemnity and be- 
came its executive 
vice-president and 
general manager. 
He had served in 
that capacity until being elected presi- 
dent. 


S. H. Green 











WANTED IMMEDIATELY 


A Home Office underwriter field man, 
thoroughly experienced in all phases of 
group, accident and health insurance, by 
a large Middle West Casualty Company. 
State qualifications and salary require- 
ments. All replies treated confidentially. 
Address Box Q-99, The National Under- 
writer, 175 W. Jackson Blvd., Chicago, IIl. 














WANTED 
yo —y for casualty company operat- 

















on a = 4 R ng nnd od in om experi- 
~ Kh oro tr tin, 
Mus! ughly trained in — g 
work. Give full lars first letter. Address 
Box Q-97. Th eal Underwriter, 175 W. 
Jackson Bivd., Chicago, IL 
POSITION WANTED 


Thoroughly experienced fire and general casualty man 
desires connection with home office, branch office or 
large agency. 


of references. 
. Address R-2, The National Underwriter, 
175 W. Jackson Blvd., Chicago, Il. 














UNDERWRITER AVAILABLE 


Experienced sales promo- 
Home office and General Agency 
Law a, age 40, draft fre Sub- 
stantial underwriting profit; consistent eredustion in- 
creases. Reply Box Q-{00, The National Underwriter, 
175 W. Jackson Blvd., Chicago, i. 








Far-Reaching Revision 
of Mich. Law Proposed 


LANSING, MICH.—A far-reaching 
revision of the Michigan workmen’s 
compensation act will be attempted at 
the coming session of the legislature. A 
rough draft of an amendatory bill al- 
ready has been prepared by a special 
study commission named by the 1941 
legislature. 

An increase of $3 per week in the 
maximum compensation payment, boost- 
ing the present top payment of $18 to 
$21, is known to be one of the provisions 
recommended and there is understood to 
be sentiment for additional payments 
based on the extent of dependency in an 
injured workman’s family. 

Several bills were offered at the 1941 
session designed to rewrite the compen- 


sation act but all died in committee. One 
of the chief targets of critics of the 
present law is the occupational disease 
section, which limits compensation pay- 
ments to a relatively few specific ail- 
ments. 





Had Compensation on War Plant 


Travelers had the workmen’s compen- 
sation on the Electrocast Steel Foundry 
Co., Cicero, Ill., where an explosion fol- 
lowed by fire injured 49 on Monday. 
One man was killed, another suffered a 
broken arm, and others were bruised and 
burned. The loss is not expected to be 
as serious from a compensation view- 
point as it first appeared. Only 17 of the 
injured were hurt seriously enough to be 
hospitalized overnight and many of them 
suffered only minor injuries. 





Class in San Francisco 


SAN FRANCISCO—A new class in 
workmen’s compensation will be started 
here by the extension division of the 
University of California Jan. 18. War- 
ren L. Hanna, referee California indus- 
trial accident commission and editor of 
its published decisions, will be instruc- 
tor. Mr. Hanna has completed a book, 
“Industrial Accident Commission Prac- 
tice and Procedure,” which is to be pub- 
lished in the spring. 


DEATHS 


E. P. Fatch, head of the insurance 
brokerage firm of E. P. Fatch & Co., 
Chicago, died Christmas Day at 
the Evanston, Ill, Hospital. He 
had been head of his firm since 1907. He 
resided at Wilmette for 43 years 
before locating in the North Shore 
Hotel, Evanston. He served as 
city clerk in Wilmette for two years. He 
was born in Chicago in May, 1867. He 
began as an office boy in the Chicago of- 
fice of Standard Accident in 1884 and 
served as manager of the company in 
Chicago from 1889 to 1906. The next 
year he established the agency firm of E. 
P. Fatch & Co., his brother, T. J., being 
associated with him. 


Archie W. Lyons, manager of the 
fidelity and blanket bond department of 
Maryland Casualty in New York, died 
after a brief illness. He had been in the 
business for many years. He was with 
Fidelity & Casualty about 15 years. He 
was for a time Boston manager for Me- 
tropolitan Casualty and also was with 
Southern Surety and Home Indemnity. 
He was connected with the New York 
insurance department liquidation bureau 
until 1937 when he went with Maryland 
Casualty. 
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YOU NEVER KNOW 
WHO'S LISTENING 


T is the duty of every insurance man and woman, as it 

is the duty of every American, to be particularly care- 
ful what he says and where he says it. The insurance 
business is so closely interwoven with manufacturers of 
essential army and navy supplies, that it is natural those 
in the insurance business frequently know in advance of 
new plants, additional employees, vital machinery about 


to be installed, and similar information. 


Engineers, in- 


spectors and claim men have intimate knowledge of men 
and machinery in many a plant which is a cog in the 
wheel of the machinery which is making America the 


Arsenal of Democracy. Don’t tell all you know. 


Don’t 


repeat any information about any risk in any public place. 
Don’t give the enemy the tip-off. You never know who’s 
listening. Your best friend may be the sort of a person 
who likes to show off his knowledge, acquired from you, 
by saying, ““Why an insurance man told me just the other 


Gives; 


Get the proper information to the proper au- 


thorities as promptly as possible. But make absolutely sure 
it gets nowhere else. Such warnings have appeared before 
and will appear again. They should be repeated again 
and again and again. 


THE EMPLOYERS’ 


You Never Know Who’s Listening 





110 Milk St., Boston, Mass. 


GROUP 
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MIDDLE WESTERN STATES 





$640,000 of Loss 
in Midwest Fires 


Approximately $640,000 of loss to in- 
surers was caused by four fires in the 
nidwest. 


The Kokomo Sanitary Pottery Co., 
Kokomo, Ind., which manufactured sani- 
tary plumbing fixtures, etc., was de- 


stroyed by fire with an insurance loss of 
more than $325,000. Employes at the 
plant organized a bucket brigade and 
were doing good work when the fire 
department arrived. The department 
ran into difficulty when the top of a 
hydrant broke, which delayed it some 30 
minutes. When the water finally was 
connected, the pressure was low. 

An insurance loss of more than $225,- 
000 resulted from a fire that destroyed 
Oppenheims’ department store at 137-39 
West Michigan avenue, Jackson, Mich., 
and did considerable damage to adjoin- 
ing properties. Oppenheims occupied 
the property at 137-39, which consisted 
of three floors and basement. The fire 
originated in the basement and only the 
four walls were left standing. The base- 
ment was occupied by the Clapps knit- 
wear store and by Schiff Company retail 
shoe store, which insured under a report- 
ing form. 


$60,000 Use and Occupancy 


Chere was $120,000 insurance under a 
reporting form on contents of the Op- 
penheims’ store, and the loss is total. 
There was also $€0,000 use and occu- 
pancy on the building, with loss reported 
total. The $35,000 of property damage 
on the building is estimated total. At 
143-45 considerable damage was done by 
smoke and water to contents of the Reid 
Shoe Co. and Cunningham drug store, 
and there is a rents policy on the build- 
ing. Heavy smoke and water damage 
was caused to the S. S. Kresge & Co. 
store at 133-135 West Michigan avenue, 
and the building was badly burned. 


Catholic Seminary Loss 


The St. Monica seminary on Lac la 
Belle, near Oconomowoc, Wis., was 
destroyed by fire. There was $50, 000 of 


insurance, $40,000 on building and 
$10,000 on contents, carried in Ameri- 
can of Newark, Glens Falls, and Cen- 


tral of Maryland, and the loss is esti- 
mated as total. The seminary was 
operated by the Augustinian Fathers of 
ee and formerly was a_ private 

state, built in 1890 at a cost of $300,000. 


Cites Lessons Taught 
by Carbondale Fire 


The Illinois Inspection Bureau has 
issued a report on the fire in the Kroger 
Grocery & Baking Co. warehouse at 
Carbondale, Ill., which caused loss of 
about $900,000. According to the inspec- 
tion bureau adjusters have estimated the 
loss to the building at $300,000, of the 
contents at from $440,000 to $475,000 and 
to motorized equipment at $200,000. The 
building was insured for $175,000, the 
contents were insured under a reporting 
form and the trucks and trailers were 
not insured. 

The fire is believed to have started 
in the paper room which contained 
rolled wrapping paper and baled paper 
bags. About 30 employes were on duty 
when the fire broke out about 3 a. m. 
The fire spread rapidly and the employes 
did not have an opportunity to use the 
first aid equipment. The Murphysboro 


and Herrin fire departments turned out 
to aid the Carbondale department. 


The 


fire was not brought under control until 
12:30 p. m. the same day. 

The building was of brick construc- 
tion, one story, without basement, con- 
crete floor, composition surface, wood 
sheathed, ordinary joist steel roof, 
largely open finish, area approximately 
80,000 square feet. 

Such buildings, according to the in- 
spection bureau, should be subdivided 
into moderate size areas by good fire 
walls. The rapid spread of the fire and 
the large undivided area gave the fire 
department little opportunity to make a 
stop. 


Fort Wayne Liability Course 
Resumes Jan. 8 
FORT WAYNE, IND.—J. W. Wil- 


son of the Wilson agency here will be 
the discussion leader at the next session 
of the public liability and workmen’s 
compensation course of the Fort Wayne 
Association of Insurance Agents Jan. 8. 
The subject will be comprehensive lia- 
bility insurance. 

With more than 40 enrolled, attend- 
ance has been perfect at the three ses- 
sions held so far. The last two discus- 
sion leaders were M. S. Harlan, South 

3end, casualty manager Travelers, who 
led Oe discussion on elevator and pro- 
tective liability insurance, and E. C. 
Schoumacher, National Casualty, on 
product and contractual liability. The 
class adjourned for two weeks for the 
Christmas holidays. Kenneth C. Beard 
is chairman of the educational commit- 
tee of the Fort Wayne board. 


Advanced Courses in Detroit 


Advanced evening insurance courses 
will be given at Wayne University start- 
ing Feb. 10. Both courses will be a con- 
tinuation of the fire and transportation 
course given by H. Thompson Stock and 
the casualty and fidelity-surety course by 
Harold Reinhold. The new courses may 
be taken by former students and others 
who have had the necessary background. 
The fire and marine course will be given 
Wednesday evenings from seven to nine 
starting Feb. 10. The casualty-surety 
course will start Friday, Feb. 12. Fee 
for each course which lasts for at least 
16 weeks, is $11.75 

The new fire and transportation course 
will cover U. & O., reporting forms, 
marine, fire insurance rate making, build- 
ing construction, loss prevention, prob- 
lems in loss adjustment, financial state- 
ments and sales psychology. 

Mr. Reinhold’s course will review cas- 
ualty coverages and fidelity and surety 
bonds, and discuss rate making, loss ad- 
justment and loss prevention § prob- 
lems, financial statements, and _ sales 
psychology. 


Engberg Convention Chairman 

MINNEAPOLIS—Leroy D. Eng- 
berg, St. Paul, has been named co-chair- 
man of the convention committee in 
charge of the mid-year meeting of the 
Minnesota Association of Insurance 
Agents in St. Paul Feb. 24-25, and will 
take over the work of arranging the pro- 
gram begun by the late Ward Senn. 

Robert W. Senn, son of Ward Senn, 
is temporarily in charge of the Pioneer 
Insurance Agency, established by his 
late father. The younger Senn is in 
Minneapolis on furlough from the army 
and if he can obtain a discharge he will 
take over the management of the busi- 
ness. 


Predicts Higher Turkey Rates 

ST. PAUL—Higher turkey insurance 
rates for 1943 are forecast by W. J. 
McGladrey, president of Farm Owners 
Mutual of St. Paul, one of the large 





turkey insurers of the country. The 
company insured 7 percent more birds 
in 1942 than in 1941 but because of the 
lower rates, premium volume was down 
7 percent from 1941. Rates were in- 
creased sharply in 1941 following the 
1940 Armistice Day storm. 

Losses of Farm Owners Mutual in 
1942 were 1.8 cent per insured turkey 
compared to .8 cent in 1941. The com- 
pany is now working on a nation-wide 
plan for cooperative turkey insurance 
with the National Turkey Federation. 
Insurance will begin at 50 cents per 
bird and increase to $2.50, which is 
somewhat higher than the maximum 
that has been in vogue. 


Consumer Cooperative Skit 


Tom Caldwell of Home, Fred Sabin 
of American and Russell E. Johnson of 
New York Underwriters presented a 
skit on consumer cooperatives at the 
Christmas party of the Insurance 


Women of Omaha. In this skit an 
agent inadvertently introduces his 
friend, a cooperative organizer, to a 


friendly local merchant who then learns 
that his own business is in jeopardy 
through non-profit competition, After 
the cooperative organizer is disposed of 
the local agent convinces his local mer- 
chant that his future lies with people 
who operate as he does, for a profit. 
The program chairman was Miss Gene- 
vieve Crosby of National Security Fire. 


New Chipley & Son Setup 


The firm of Glynn B. Chipley & Son, 
St. Louis, will on Jan. 1 succeed to the 
interest of Glynn B. Chipley and George 
W. Chipley in the firm of Megginson & 
Chipley, which has been dissolved. 
Glynn B. Chipley will continue as man- 
aging member of the firm. George W. 
Chipley, who is in service, will retain 
his membership, but will be inactive for 
the duration. 

Miss Cecelia M. Jost, who has handled 
the office for more than 10 years, will 
continue these duties, but is now a 
member of the new firm. For the 
present the agency will operate from 
present location, 444 Pierce building. 


New Lapeer Mutual Move 


LANSING, MICH.—Disgruntled for- 
mer members of the defunct Lapeer 
Farmers Mutual Fire are again asking 
for dismissal of the receiver, Charles R. 
Bowles, who has been _ industriously 
pressing assessment actions against for- 
mer members and has obtained scores 
of judgments. The petition will be heard 
Jan. 30. An earlier receiver was dis- 
missed more than a year ago. 

Commissioner Berry has a suit pend- 
ing against the directors charging them 
with malfeasance and misfeasance in 
office. 


Trempeleau County Coverage 


Insurance carried by Trempeleau 
county, Wis., covers a total property 
valuation of $276,000, and involves 31 
fire and 30 windstorm policies, it was 
revealed when County Clerk Matson is- 
sued new forms to agents in the county 
who place the business. Prior to 1932 
county property was insured with the 
state but since then has been placed with 
companies. One-fifth of total insurance 
expires each year. Elimination of fire 
hazards has reduced the rate about 4 
cents per $1,000 this year. 


Poll Tax Requirement 


The Indiana department refuses to 
license an agent unless he presents evi- 
dence of having paid his poll and prop- 
erty taxes. Indiana is one of the north- 
ern states that has a poll tax. In the 
south where the poll tax is more preva- 
lent the insurance departments do not 
require evidence of it having been paid 
but they do require the privilege tax 


to be paid if such is in vogue, before a 


license is granted. 


Oppenheimer on Mo. Committee 

KANSAS CITY—George Oppen- 
heimer has been appointed to represent 
the Insurance Agents Association of 
Kansas City on the drafting committee 
which is expected to be called into ses- 
sion by Superintendent Scheufler, to 
draw up a bill covering qualifications of 
agents and brokers to be presented to 
the legislature. 

New members admitted to the asso- 
ciation include George W. Crum, Wiil- 
liam Butler and F. P. Logan, Jr. 


Minnesota Insurance Chairmen 
ST. PAUL—Raymond J. Julkowski, 
Minneapolis attorney who served on the 
insurance committee at the last session, 
has been agreed upon for chairman of 
the senate committee. The chairman of 
the house insurance committee has not 
been announced but it is probable the 
post will go to L. J. Gleason, Minneapo- 
lis local agent who has served on the 
committee the past two sessions. 


Fire Course in Hutchinson 


The insurance study course sponsored 
by the Hutchinson, Kan., local board 
and insurance women, has started the 


second course of “Fire Insurance” un- 
der the direction of A. N. Pomeroy, 
manager of the Western Adjustment 
there. 


Arkansas City Agency Sold 


Don Moncrief, owner and operator of 
the Oldroyd agency of Arkansas City, 
Kan., with which he has been associated 
for eight years, reported for army duty 
at Ft. Leavenworth. He disposed of his 


business to Kenneth Ross & Co., who 
are retaining all companies. Mrs. Mon- 
crief will be associated with the Ross 
agency. 
Church Losses in Emporia 

Two churches in Emporia, Kan., have 


been totally destroyed by fire, the latest 
being the 61-year-old Congregational 
Church, which burned with a loss of 
$95,000. Insurance was $41,000. On the 
previous Sunday morning the Friends 
Church burned, with $11,060 loss. 


Aurora, Ill., Agents Elect 


The Aurora (Ill.) Association of In- 
surance Agents elected the following 
new officers at its annual meeting: 
President, Hal S. Beebee; vice-president, 
F. E. Wingate, and secretary-treasurer, 
Herman C. Offutt. 


NEWS BRIEFS 

Wesley J. Eilber of the Lauterbach 
& Ejilber agency, Columbus, O., who 
died recently, left one-sixth of his inter- 
est in the business to his three nephews, 
H. E. Ejilber, A. E. Lauterbach and 
W. G. Lauterbach. 

Carlson & Friday of Osceola, Ia., have 
purchased the E. O. Stearns agency at 
Grand River, and the Stearns agencies 
at Weldon and Van Wert. Carlson & 
Friday since they have been in business 
have bought 10 agencies. 

The tenth and final class in the edu- 
cational course conducted by the Min- 
neapolis Insurance Women’s Associa- 
tion will be held Jan. 4 on rates and 
rating methods. The examination will 
be given Jan. 11. 

W. G. Lundquist, local agent at Lit- 
tle Falls, Minn., for several years, has 
quit the insurance business to take a po- 
sition in the internal revenue depart- 
ment. 

At the meeting of the Insurance 
Women’s Club of Milwaukee Jan. 4 
Capt. A. D. Moody, director of the 
USO, will describe its work. 

E. E. Little is continuing the Little 
Brothers agency at Ames, Ia., following 
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the recent death of Carl Little, veteran 
senior member of the firm. 

Miss Helen V. Shirey, head of H. V. 
Shirey, Inc., Toledo, O., agency, »has 
been named “man of the month” in 
Lucas county’s war bond sales effort for 
November. 

The Southern Minnesota Agents Re- 
gional Association will complete its 1942 
educational course with a talk in Owa- 
tonna Jan. 19 by John McHale of New 
York Underwriters on “History of In- 
surance and Types of Companies.” 

The Christmas party of the Wheeler, 
Kelly, Hagny Co. of Wichita was a 
“Gay °’90” affair. President Howard 
Wheeler and _ vice-president Robert 
Brewer spoke briefly and the employes 
presented a musical program. 

The Winfield (Kan.) Insurance Board 
has launched a membership campaign 
under the direction of Mrs. E. ; 
Williams, secretary and announces three 
new members. 

Forty enlisted men from the Topeka 
air base were guests of the Insurance 
Women of Topeka at their Christmas 
party. 

The formal Christmas dinner party of 
the Wichita Association of Insurance 
Women was under the direction of Pearl 
Shoff, second vice-president. President 
Leona Suhm was in Wesley Hospital 
recuperating from a serious illness. 


The tenth and final class in the edu- 
cational course conducted by the Min- 
neapolis Insurance Women’s Association 
will be held Jan. 4 on rates and rating 
methods. The examination will be given 
Jan. 11. 

B. B. Gemmill of Ida Grove, Ia., has 
sold his agency to the Ida Underwriters. 

F. E. Westbrook has sold his agency 
at Estherville, Ia., to H. G. McTavish. 

At Silver City, Ia., J. H. Kruse has 
taken over the agency formerly oper- 
ated by Shirley Hendrix, who is now in 
service. 

The Morison & Hughes agency, Elk- 
horn, Wis., operated for a number of 
years by Mrs. Mabel Hughes and her 
son John, has been acquired by the Wal- 
worth County Abstract Co., which con- 
ducts an insurance department in charge 
of J. Walter Strong. John Hughes ex- 
pects to enter service. 


National Jewelers Mutual Fire of 
Neenah, Wis., has been licensed in Min- 
nesota. 
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Red But Not Too Red Is 
Spirit of Florida Law 


The spirit of the Florida law requir- 
ing assessment organizations to print 
on their policies in red ink a statement 
that payment of claims depends upon 
ability to collect from members is be- 
ing violated by some concerns that are 
decorating their policies so profusely 
with red that the warning statement is 
not conspicuous. Attorney-general 
Watson of Florida has given an opinion 
that a policy may be disapproved for 
too much use of red ink. The legisla- 
ture intended, he said, to make the 
statement stand out above everything 
else in the policy in order that the as- 
sured might not fail to recognize the 
type of contract he was acquiring. The 
warning clause in one comnany’s policy 
was so placed as to blend with and be- 
come almost a part of a red border. 








Distribute Augusta Insurance 


AUGUSTA, GA.—The city of Au- 
gusta has pro-rated its fire insurance 
schedule of $2,291,000 among the 118 


fire stock companies doing business in 
the city. The contracts are to run for 
three years. 

One-third of the fire schedule on prop- 
erty of Richmond county in the amount 
of $602,000 has been pro-rated among 
the 35 stock company agents of Au- 
gusta. The details and distribution 
were handled in both cases by a com- 
mittee from the Augusta Board. 


Claim Agent-Officials Favored 


AUGUSTA, GA.—At the meeting of 
the Augusta Board of Fire & Casualty 


Insurance Agents a committee was ap- 
pointed to investigate why agents who 
hold public office are being “thrown” 
an undue amount of public business 
such as bonds. On completion of the 
investigation as to the amount of such 
business, it is planned to appear before 
each public body and appeal for a more 
equitable distribution of such business. 





Supervising Committee Named 


MIAMI, FLA.—The Dade county 
commission has named a committee to 
supervise all the county’s insurance 


business. The committee is made up of 
C. H. Crandon, Hugh Peters and J. L. 
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More Details on Big Fire 
in Boston Retail District 


BOSTON—The loss on the Amory 
and Blake buildings and their contents 
on Washington street in the heart of the 
retail district will be heavy. The fire 
started in the basement of the six-story 
brick «and stone Amory building and 
spread to the adjoining 11 story Blake 
building. The Amory building is an old 
structure with a false front recently 
added, and the Blake building is com- 
paratively new. 

The Field & Cowles and Gilmour, 
Rothery & Co. agencies in Boston had 
placed some $180,000 fire insurance and 
$130,000 rental on the Amory building 
on which the loss is probably total; and 
$575,000 fire coverage on the Blake 
building where the loss is figured at 15 
percent. 

The Sallenger women’s clothing store, 
which occupied the first, second and 
third floors of the Amory building, was 
insured with Central Manufacturers Mu- 
tual for $250,000. Washington Jewelry 
Co. on the first floor of the Amory build- 
ing was covered for $30,000 and the John 
Irving Shoe Co. also on the first floor 


for $40,000, both losses being total. 
There were some 125 tenants on the 
floors above the street in the Blake 


building, and there was considerable fire 
and smoke damages. 

The fire was reported through an au- 
tomatic alarm and some 19 minutes 
elapsed before the firemen first on the 
scene could locate the source of the 
fire. Then came hot air explosions and 
the fire spread rapidly until it had en- 
tirely enveloped the Amory building and 
spread to the Blake building. Double 
fireproof doors separating the Amory 
and Blake buildings at the basement and 
first floor were burned through by the 
intensity of the fire. 





Lead Boston Red Cross Drive 

BOSTON—President George Willard 
Smith of New England Mutual Life has 
been appointed chairman of the insur- 
ance division in the 1943 drive for funds 
of the Boston metropolitan chapter of 
the Red Cross. Marshall B. Dalton, 
president of Boston Manufacturers Mu- 
tual, has been named chairman of the 
fire group and Edward C. Stone, United 
States manager of Employers Liability, 
of the casualty group. 


COAST 


Seek Utah Qualification, 
Countersignature Laws 
SALT LAKE CITY — Committees 


representing the state and local associa- 
tions of insurance agents here and at 
Ogden, Provo and Logan have met with 
members of the legislature representing 
the Salt Lake County district, to discuss 
tentative drafts of an agents qualification 
bill, also an amendment to the present 
countersignature law. Ralph D. Callis- 
ter, chairman of the state association’s 
legislative committee, speaking for the 








agents’ associations as a whole, told the 
legislators that the basic purpose in ask- 
ing for the enactment of the agents’ 
qualification act is “the protection of the 
public welfare by insuring the compe- 
tence of the agents with whom they 
deal.” 

Speaking on the amended countersig- 
nature law, Mr. Callister said: “We be- 
lieve the amendment offered is a protec- 
tion vitally needed. A Utah agent who 
covers an insurable enterprise in another 
state must have the contract counter- 
signed and pay a fee to an agent in the 
state in which the risk is located. We 
feel we should be entitled to the some 
protection and the same consideration.” 

The legislature convenes Jan. 11 and 
will remain in session for 60 days. 





Heavy Loss Caused by Fire 
in Denver War Plant 


DENVER—Fire gutted the Mariposa 
works of the Cobusco Products Co. here 


and did an estimated $1,000,000 damage, 
the largest in the city’s history. The 
plant was a cotton mill reconditioned to 
produce war goods. 

The fire started when liquid from an 
oil bath used to temper steel erupted 
and splashed to a nearby oil furnace 
containing steel plates. An explosion 
followed, blowing out the north windows 
and providing a draft so that flames 
spread rapidly throughout the building: 
Approximately $500,000 worth of ma- 
chinery was involved, and half of it is 
a total loss. 





Agreement Bill Redrafted 

SAN FRANCISCO—The proposed 
bill to enable companies to enter into 
agreements with the insurance commis- 
sioner such as that to solve the fictitious 
automobile fleet problem has been re- 
drafted and is expected to meet the ap- 
proval of the legislative conference com- 
mittee. 

Under the new measure with the ap- 
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proval of the commissioner, two or more 
insurers may enter into agreements re- 
specting the transaction of insurance in 
any of its phases. The commissioner 
shall not approve any agreement submit- 
ted except after hearing and on findings 
that the agreement is in the public inter- 
est, will not result in a monopoly or in 
injustice to any insurer not a party to 
the agreement, and that the agreement 
will not result in unreasonable profits to 
any insurer. 

The proposed bill which would compel 
companies to imprint or mark on a pol- 
icy the name of the agent or broker of 
record for the risk, has been indefinitely 


deferred. |. 
An anti-discrimination measure which 
created considerable controversy has 


also been deferred. 





Glidden to Colorado Springs 

Clark C. Glidden, adjuster of the Fire 
Companies Adjustment Bureau, has 
been transferred from New Mexico to 
Colorado Springs to replace Phil Car- 
ter, who is in California on leave due to 
ill health. 





NEWS BRIEFS 


C. F. Cashman of the Cashman & 
Evans general agency, Denver, who has 
been confined to his home for several 
weeks due to illness, is now able to be 
at his office. 

One of the features of Christmas eve 
in San Francisco’s insurance district 
was the concert of Christmas carols pre- 
sented by the glee club of the Fireman’s 
Fund employes association, directed by 
Byron Graber. 

P. J. Braun, fire protection engineer of 
the Washington Surveying & Rating 
Bureau, who underwent a serious spinal 
operation in a Seattle hospital recently, 
has recovered sufficiently to allow his re- 
moval to his home. He is able to get 
around on crutches and is receiving vis- 
itors. 

Mrs. Olga J. Winn, who has been 
with the Insurance Exchange of Los 
Angeles for 13 years, has resigned and 
is succeeded by Miss Delphine O'Neill. 

John H. Burgard started his 31st_year 
on the Portland, Ore., commission, of 
public docks. A. H. Averill, former 
Oregon commissioner, is now vice-chair- 
man of the commission. 


CANADIAN 


Head of Two Canadian 
Companies Is Dead 


George H. Gooderham, 74, president 
ot the Dominion of Canada General and 
Casualty Company of Canada, died at 
his Toronto home. He was one of the 
best-known yachtsmen in Canada, was 
commodore of the Royal Canadian 
Yacht Club until 1930, and was a tor- 
mer member cf the provincial legisla- 
ture of Ontario. 


Canadian Superintendents 
Favor War Exclusion Revision 


TORONTO—The Association of Su- 
perintendents of Insurance for the Prov- 
inces of Canada will recommend to the 
various provinces an amendment of the 











fire statutory clause dealing with war 
exclusion, pending clarification of the 
definition of “war damage” in the Do- 


minion war risk insurance act. 

In order to avoid the problem of in- 
demnity for a catastrophe due to 
war causes, private insurance loss will 
be eliminated and an amendment deal- 
ing with this entire question has been 
drafted. A committee will be appointed 
to stiidy the amendment and make rec- 
ommendations to the provinces regard- 
ing its incorporation when authorities 
establish the war risk definition. 

The superintendents have also consid- 
ered the problem of “other insurance” 
as set out in the statutory fire conditions 


loss 
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and action is suggested. The question 
of insurance companies becoming third 
parties in court actions involving auto- 
mobile accidents has been studied and 
will receive further consideration. The 
superintendents are also suggesting that 
an automobile war exclusion clause be 
adopted by those provinces which 
haven’t one as yet. 


Details on Grain War Coverage 


TORON T O—Further details have 
been made available regarding war risk 
insurance of grain in Canada. It was 
announced several weeks ago that blan- 
ket coverage had been made available by 
the government on grain in commercial 
positions. 

Including additional premium rates, 
the four-point plan may be summarized 
as follows: Rates are 75 cents per 1,000 
bushels for oats; $1 for barley and rye; 
$1.50 for wheat and $2.50 for flax; com- 
mercial position referred to is to mean 
grain in licensed elevators or flour 
mills, etc. These rates are in effect on 
all grain flowing to commercial posi- 
tions until the end of the war and will 
be collected by the board of grain com- 
missioners at terminal points. 


Would Extend Auto Theft Cover 


TORONTO—Efforts are being made 
to have the standard automobile in- 
surance policy in Canada amended to 
include theft insurance on automobile 
equipment away from the automobile. 





Commissioner Viehmann Hurt 


Commissioner Viehmann of Indiana is 
confined to his home by injuries suffered 
in a fall on the ice. Several ribs were 
broken. 


Fireman’‘s Fund Bonus 


The 200 employes of Fireman’s Fund 
group, now on leave of absence while 
serving in the armed forces each re- 
ceived a $50 Christmas present check, 
accompanied by a letter of greeting from 
President Charles R. Page. Regular 
employes in service more than one year 
received a 5 percent salary bonus and 
newcomers received 3 percent. 


Approve Reduction in 43 States 

Indiana and Texas have approved the 
new collision rates effective as of Jan. 
1, and South Carolina as of Dec. 1. Mis- 
souri has approved of the new rates, and 
this brings the total of states approving 
to 43. The reduction promulgated by 
the National Automobile Underwriters 
Association is 20 percent for holders of 
A gasoline ration books and 10 percent 
for holders of B cards. 


George L. Fennox, an adjuster of Un- 
derwriters Adjusting at Indianapolis, 
broke his ankle while adjusting a farm 
loss near Crawfordsville, when he 
slipped on ice. He got into his car and 
drove home alone the 50 odd miles and 
then went to a hospital where the frac- 
ture was set. He is making good re- 
covery. 


James Blake Stone, of Stone, Stafford 
& Stone, general agents of the Em- 
ployers group at Indianapolis, is con- 
fined to his home by illness. 


Study Report on 
Manpower Question 


(CONTINUED FROM PAGE 1) 


such transfers. However, the committee 
states, there should be some means 
whereby such transfers can be prevented 
and it suggests that no insurer be per- 
mitted to accept business transferred 
from another unless the other insurer 
has demanded an increased rate of pre- 
mium or some other material change in 
the terms and conditions of the policy 


or has failed to make use of a reason- 
able opportunity of establishing before 
referees that the transfer is not neces- 
sary. Marine insurance would have to 
be excepted from this provision as the 
time factor would make its application 
impractical. 

Also the establishment of new insur- 
ance undertakings and the expansion of 
the fields of existing undertakings should 
be prohibited except with the consent of 
the Board of Trade. 


Concentration Not Favored 


The committee expresses the belief 
that there can be little immediate saving 
in manpower resulting from concentra- 
tion amongst the various companies. 
Nevertheless the committee suggests 
that this aspect of the matter should be 
pursued in consultation with the Board 
of Trade and the Minister of Labor and 
National Service. The committee sug- 
gests that there might be a saving of 
personnel by further consolidation of 
insurance undertakings at present work- 
ing as separate entities but under the 
same financial control. Where foreign 
business is concerned, the committee 
States, it is essential to maintain the 
facade with which the assured is 
acquainted and frequently the separation 
between the different entities goes no 
deeper than this. 

The committee states it recognizes 
that the recommendations may have an 
adverse effect on the stability of com- 
panies that have limited resources and 
it may be desirable that the Board of 
Trade consider the necessity of taking 
statutory powers to enable them to meet 
the emergency. 

In some sections of the insurance 
industry the working day is shorter than 


in other comparable occupations, accord- 
ing to the committee. Wastage in this 
direction should be eliminated. 

As to male staff now deferred, the 
insurance industry should aim at making 
a further contribution of from 10 to 20 
percent, according to the committee. 
The representative bodies of the indus- 
try should report periodically on their 
progress to the Board of Trade. 

The personnel engaged in ordinary 
insurance at the outbreak of war was 
about 46,000 men and 24,000 women, the 
committee stated. In the early part of 
1942 the total number of men employed 
was 25,000 but at least half were under 
18 or over 41, and of the other half 
about 20 percent were awaiting call. 
The number of women employed had 
increased to 29,000 of whom 8 percent 
were awaiting call. 

Tke committee set forth certain guid- 
ing principles such as that the principal 
classes of ordinary insurance are essen- 
tial to the community under present 
conditions and should be maintained on 
a sufficient scale, particularly the tech- 
nical experience of the fire companies in 
the matter of fire prevention storage and 
salvage; that the position of British 
insurance in foreign markets should be 
maintained at any reasonable cost as 
representing a substantial and economi- 
cal invisible export; that the facilities 
for adequate marine insurance should 
likewise be maintained if possible at such 
a pitch of efficiency as will not only cope 
with present needs but be ready for 
immediate expansion to meet the needs 
on the cessation of hostilities; that the 
force available to administer the various 
war damage schemes must be sufficient 
to insure the reasonably prompt settle- 
ment of claims. 





Close Fine Year in Casualty Field 


(CONTINUED FROM PAGE 28) 





spent a lot of time and money in devel- 
oping an agency plant dislike to disturb 
their producers by suggesting that they 
slow down their production efforts and 
for that reason seek to get relief from 
the reinsurance companies. It is not a 
type of business that the reinsurers so- 
licit. It is uneven and causes a distor- 
tion of results, perhaps producing a huge 
premium increase one year and an 
equally severe decline the next but for 
a good treaty connection the reinsurer 
will extend its facilities. 

Some of the casualty reinsurers that 
deal with smaller automobile writing 
companies are constantly trying to in- 
duce those companies to increase their 
net retention to at least $5,000/$10,000 
limits. Many of the smaller companies 
reinsure excess of $2,500/$2,500 or 
$2,500/$5,000. With limits as low as 
that, the reinsurer is called upon to par- 
ticipate in a much larger number of 
claims than where the retention is $5,000/ 
$10,000 and the reinsurers do not main- 
tain extensive departments to look after 


claim matters. They want to avoid 
being brought into the mine run of 
claims as much as possible. Moreover 


they feel that if the reinsured has a 
larger stake it is likely to be a more pru- 
dent underwriter. It is true that when 
the reinsured increases its retention, the 
reinsurer’s volume is reduced but when 
the retention limits are too low it is 
found that the reinsurance transaction 
very often becomes merely a matter of 
trading dollars. 

The pool for reinsuring munitions 
risks that is composed of six reinsurance 
companies so far has had a most suc- 
cessful experience but of course the 
whole picture could be changed in an in- 
stant. The participating companies are 
European General Reinsurance, General 
Reinsurance. American Reinsurance, 
Employers Reinsurance, Excess and Se- 
curity Mutual Casualty. The working 
out of the details to the satisfaction f 
both direct writing companies and the 
reinsurers occupied several months but 
the nrogram is now running smoothly. 

The munitions business is written un- 
der the comprehensive rating plan which 


provides an allowance of 2 percent for 
reinsurance. The pool gets the 2 per- 
cent and is liable only after the direct 
company has sustained a net loss of 
$100,000 over and above the premium 
recovery under the rating plan. 

The big losses so far have not fallen 
on the pool but have been the liability of 
London Lloyds. There were the two 
explosions at the plant near Burlington, 
Ia., on which Liberty Mutual is the in- 
surer and this risk was reinsured with 
London Lloyds. The other big loss so 
far was that at Elwood early in June and 
here American Mutual Liability was the 
insurer and Lloyds had the excess. 

The Hill plan contained no more than 
a gesture with respect to reinsurance and 
when the companies proceeded to get 
reinsurance they found that the reinsur- 
ers of necessity must secure an adequate 
income to carry the risk. To meet the 
unusual and urgent situation, the six cas- 
ualty reinsurance compari_s got to- 
gether to provide coverage of compen- 
sation and liability on defense opera- 
tions whether or not written under the 
Hill plan. So far as the Hill plan was 
concerned, the coverage provided by the 
reinsurance was developed on a basis to 
meet the provisions of the Hill plan. 
The reinsurance provided is essentially 
on the orthodox basis. London under- 


writers were very helpful in cooperating 
and assisting the American reinsurers. 
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“PREFERRED”... 


AS DEFINED BY THE DICTIONARY: 


“Set above or before in estimation or favor; 
regarded or honored before another; held in 
greater favor; liked better.” 


THE record of “PREFERRED” performance 


for 57 years has made this a living definition. 


Since 1885 The Preferred Accident 
Insurance Company has defended its 
policyholders against loss. Through 
good times, wars and depressions—it 
has always lived up to its slogan of 
“PROMPT PAYING PRE- 
FERRED” 


Prompt settlement of claims has 
made the “Preferred” the preferred 
company of an ever increasing number 


of policyholders and has cemented the 
mutually profitable relationship be- 
tween the Company, its Agents and 
Brokers—a large majority of whom 
have been “Preferred Producers” for 


a long period of years. 


You, too, should place your busi- 
ness with “PROMPT PAYING 
PREFERRED” 


80 MAIDEN LANE, NEW YORK 


Edwin B. Ackerman, President 


Automobile « Accident « Burglary « Plate Glass + Liability « Compensation 


— Branch Offices — 


Boston « Buffalo « Chicago « Los Angeles « Philadelphia « Pittsburgh « San Francisco 























SWISS 


REINSURANCE COMPANY 
of 


ZURICH, SWITZERLAND 


Fire Reinsuranee Treaties 


UNITED STATES BRANCH 
250 PARK AVENUE . NEW YORK CITY 


RODNEY DAVIS, United States Manager 

















